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The lights are going out 


Christopher Dobson, in The 5th Column 
[REVIEW, May 7], may be very prophetic 
in his conclusion that hardly any nation 
will remain unaffected by the Falklands 
affair. Events may move rapidly out of 
control if the combatants are not quickly 
halted by the United Nations or some sim- 
ilar authority. Strategic, economic and 
political interests covering the South 
Atlantic in offshore mining, fishing and 
use of the Antarctic continent are only 
some of the underlying issues at stake. 
Events are reminiscent of 1914, with 
slumbering giants stirred into action fol- 
lowing seemingly insignificant or inconse- 
quential events in obscure places. As 
then, so now, the protagonists went off to 
fight failing to grasp the significance of 
their weapons. Then millions suffered. 
Any errors today could multiply the 
danger and suffering a thousand times. 


D 





We are being short-sighted if we think it 
will all settle down when the invaders re- 
turn home. The real problems, glossed 
over for too long, remain. By all means 
stand up for principles, but do so consist- 
ently, so that lives are not sacrificed un- 
necessarily. The British Government has 
apparently just discovered the nature of 
the Argentinian Government, found it has 
principles to defend and has therefore 
adopted a “backs to the wall” attitude, 
best exemplified by Defence Secretary 
John Nott talking of future historians not- 
ing Britain standing up (alone?) for West- 
ern democracy. When Britain takes to 
supporting any democracy (not particular- 
ly Western) wherever and whenever it oc- 
curs, then I shall believe it is fighting over 
matters of principle with an honesty that 
demands our whole-hearted support. 
Bergen, Norway STEWART RICHARDS 


The lion roars 


You probably predicted that some out- 
raged British Blimp would get out his 
blunderbuss and fire a retaliatory salvo 
across your editorial bows following your 
Falkland Islands intervention [Traveller’s 
Tales, REVIEW, Apr. 23]. 

You used words such as ego-trip, jingo- 
ism and self-righteous glow; these and 
similar snooks which you cocked at the ag- 
grieved party may all have represented 
colourful journalism. However, “kicking 
Argentina around” and “the British lion is 
not exactly toothless” should have been 
left in the purple-prose folder where they 
belong. 

You will observe that my objection is to 
the language you use, not to whatever it 
may be that you were trying to say. That 
remains a mystery, which is further obfus- 
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% IN HONG KONG... 
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OUR LUXURY 
DISCOUNT 
SUMMER 
PROGRAMME 


THE PROGRAMME 


— Accommodation in deluxe and 
harbour-view rooms and suites, 
at 40% off the regular rate. 

— Complimentary welcoming tea 
service. 

— Complimentary use of Health 
Club facilities. (Massage 
service not included.) 

— Complimentary daily 
newspaper. 

— Complimentary shuttle service 


to and from Star Ferry and 

Mass Transit.Railway 

(Kowloon side). 
Our Summer Programme is 
available from June 1 to 
September 30, 1982. For 
personalized reservations, call or 
telex direct: Telephone 3-7212111; 
Telex 36718 SHALA HX. Or, call 
your Travel Agent or Westin 
Hotels in your city. 


THE PRICES 


Regular 
Single/Double Single/Double 


Deluxe 
Harbour View 
Suites 


HK$575/625 
HK$675/725 
HK$1,000 to HK$4,000 less 40% 


Less 40% 


HK$345/375 
HK$405/435 


All prices subject to 4% tax and 10% service charge. 


THE PLEASURES 


Location: On the harbour 
amidst Kowloon's major shopping 
area 15 minutes from Kai Tak 
Airport. Accommodation: Colour 
TV international direct dial 
telephones. . . fully air-conditioned 
mini-bar 24-hour room 
service. Special Services: Health 
Club Executive Centre with 
full businessmen s facilities. 
Convention Facilities: 12 
meeting rooms with all business 


services including simultaneous 
translation Grand Ballroom 
seating 800. Dining Facilities: 
Margaux, for continental 
excellence Shang Palace, 
renowned for its Chinese cuisine 
Nadaman, for Japanese deli- 
cacies The Coffee Garden 
and for relaxation: the Lobby 
Lounge, the Rooftop Tiara 
Lounge, and the Gemini, featuring 
live entertainment and dancing. 


THE GRANDEUR * THE GRACE * THE INTIMACY 


Bangkok 2514862-9 (Telex: 82110 SEATOUR TH) 
Frankfurt (0611) 215-747 (Telex: 414697) 


Kuala Lumpur 486536/424388 (Telex: 30322 FEDMIL) 


London 01-408-0636 (Telex: 22144) 
Manila 832-07-01 (Telex: 40443 FILPLAZA) 
Singapore 737-3644 (Telex: RS21505) 


Seoul 771-05 (Telex: CHOSUN K24256) 

Sydney (02)326-2000 

Taipei (02) 581-4111 (Telex; 925878 WORLD EXP) 
Tokyo (03) 213-1671 (Telex: 2224507 TYOWL J) 
U.S.A. (Continental) Toll Free 800-228-3000 


E ShangriLa hotel 


HONG KONG 
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WESTIN HOTELS 





We care enough to serve 
vegetarian meals that would 
make a Texan give up steak. 
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Vegetarian meals are a specialty with Lufthansa. Our vegetarian cuisine is carefully prepared by 
skilled Asian chefs. Varied and delicious, it is sure to make you feel at home wherever you're 
flying.” It's just another detail that shows how much we care about our passengers. 


* Just make your request at least 24 hours prior to departure. 


© Lufthansa 


German Airlines 
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cated when you say that “ any comp: arison | : vers” but dh 
out. In fano d to eyaretnam, should | |. 
. Tasker not have given some of the instan- | 
ces? Tasker and your journal appear to be | 


between the Falkland situation and the 

Taiwan issue would be anomalous" when 

you presumably mean “analogous.” 
GERALD BARNETT 


Hongkong Cmdr R N (Ret'd) 


€ No, anomalous. 


*P' as in pun E 
— I was interested to note that someone had 
Bivritten to The Straits Times referring to 
some pottery with a “Latin” inscription 
found on one of Singapore’s beaches re- 
_ cently [Traveller's Tales, REVIEW, Apr. 
123]. A similar find was made at a beach 
"near Changi in 1946. This piece of pottery 
with a handle had the same inscription. 
The finder in his letter to The Straits 
Times offered two translations of the in- 
scription — the letter was signed by I. P. 
Standing. 


Hongkong R. THOMAS 


Tale-wagging 


Let me spring to the defence of Derek Da- 
vies against the "puerile and insensitive" at- 
tack from the presumably humourless P. A. 
Townsend [Letters, REVIEW, May 14]. 
What Townsend fails to realise is that 
"these often screamingly funny snippets in 
no manner constitute ridicule of our Asian 
friends. Most of the items published have 
a rather endearing quality and give harm- 
less amusement to many. In any case, it is 
by no means only Asians who mangle the 
English language — just take a look at the 
Bumper Book of Boobs produced by Pri- 


vate Eye compiling similar errors in Brit- 


ish publications. 

I know that I and many of my friends 
(Asians included) turn first to Traveller's 
Tales when the REVIEW arrives, and ] 
are we will be able to do so » for a long 

me 


Bangkok NICK BARNES 


An opposing view 
In his cover story on Confucianism in Sin- 
gapore [REVIEW, May 7] Rodney Tasker 
appears to have swallowed wholesale the 
views of the People’s Action Party (PAP) 
about J. B. Jeyaretnam’s election victory 
in the Anson constituency and his record 
after that. 

Tasker refers to Jeyaretnam’s alleged 
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guilty of the very thing that you allege 
against Jeyaretnam. The people who have 
watched and listened to the parliamentary 
exchanges rather than accepted the ver- 
sion as reported in the Singapore press 
cannot possibly agree that Jeyaretnam 
committed bloopers. 

Secondly, Tasker goes on to explain 
away much of Jeyaretnam's very real and 
increasingly well-organised support as 
sympathy for him — a highly implausible 
theory designed merely to save the face of 
the PAP. Jeyaretnam's wife died on April 
10, 1980, a full 18 months (and not “short- 
ly”) before the by-election. Does Tasker 
intend to be taken seriously when he 
claims that the voters of Anson voted for 
Jeyaretnam because his wife had died 
more than 18 months prior to the election? 
No sympathy vote can possibly be so en- 
during. 

I think it is important that Soon aile 
from abroad who come to report on the 
Singapore scene should at least try to get 
their facts correct before making any com- 
ments. 


Singapore CHOONG CHEE KWONG 


Hunger for culture 


I am appalled by R. B. Ramos’ lack of un- 
derstanding of the Philippine Govern- 
ment's implementation'of what is known 
as the total approach: to development 
[Letters, REVIEW, Apt 23}. Although the 
government spends billions of dollars on 


economic development, it.also. spends a | 


few million on low priorities such as cultu- 
ral and intellectual developmient. In build- 
ing the film centre and hólding an interna- 
tional film festival expected to generate 


tourist income not only this year but in the ` 


years to come [REVIEW, Feb. 5], the gov- 
ernment did not — repeat, not — sacri- 
fice projects which have a direct bearing 
on solving the problem of hungry stom- 
achs. Solutions to hunger and a culturally 
deprived intellect in a holistic scheme of 
development do not necessarily constitute 
an either-or predicament. 

ROLANDO M. GRIPALDO 
Quezon City. Philippines | 


In rebuttal 


I agree with Steven Bjorge’s letter 
[REviEW, Apr. 30]. I also feel that some of 
your rebuttals are offensive as you give the 
impression that those in the REVIEW are 
infallible. Even in reply to the letter in 
question you convey the impression that 
the accuracy and/or honesty of the articles 
in the REVIEW are so perfect that nobody 
should have the audacity to question them, 


but everyone, journalists on the REVIEW 


included, is fallible, -with likes, dis 
likes, prejudices and temptations. The re- 


 buttals may clatify many points, particu- 


larly your side of the story otherwise un- 
known. But I suggest moderate expres- 
sion. 

MOHIUDDIN AHMED 
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a superbly located, ; 
superbly appointed, Surfers | 
Paradise home unit. : 
Under instructions the | 
Monte Carlo home unit 
development must be 
auctioned immediately, 
in the following manner: 

(a) 36 units in one parcel 
(all fully furnished) (b) 36 
units separately offered 
(unfurnished).with the . 
opportunity.to negotiate | 
privately for the furniture. | 
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In a typically unhurried way, the Lao party con- 
gress slows down the drive towards socialism, 
in marked contrast to the hurry-up tactics 
immediately after the communist 
takeover in 1975. Now the euphoria has faded, 
the emphasis is on what is practicable rather 
than what is ideal. However, rumours that Kay- 
sone Phomvihane was to step down from the 
premiership are unfounded. He remains firmly 
in position as government and party leader. And 
links with the Soviet Union are as strong as 


ever. Nayan Chanda reports. Pages 21-24 


Cover photo: Shosuke Takeuchi 


Pages 10-11 

South Korea’s President Chun 
Doo Hwan emerges from the 
wreck of the kerb-market scandal 
with his image dented but not 
shattered. But his cabinet is not 
so lucky. Half of them have their 
resignations accepted. 


Page 12 

The echoes of Soviet leader Leo- 
nid Brezhnev’s peace offer to Chi- 
na resound through the Soviet 
press. | 


Page 13 

A coalition of ex-CIA men and 
conservative hardliners stops a 
veteran American Asia hand 
moving to Indonesia. 


Page 15 

Indira Gandhi's Congress party 
loses ground to both the Left and 
the Right in India’ s state elec- 
tions. 
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Page 26 

Vietnam’s leadership and the 
communist party itself show in- 
creasing signs of strain. 


Page 28 

The Moro National Liberation 
Front in the Philippines sets up 
missions abroad in a bid to gain 
recognition for its cause. 


Page 34 | 
Domestic and  foreign-policy 
issues are splitting both of New 


| Zealand's major political parties. 


Page 36 y 
Drug-enforcement agencies worry 
as Pakistan emerges as a major 
heroin supplier. 


Page 40 
The United States disagrees with 
the United Nations on two counts 
— the yellow-rain affair and aid to 
Vietnam. 
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Pages 46-50 

As the World Bank moves to- 
wards a new policy of giving 
structural adjustment loans to 
nations on the way up, South Ko- 
rea stands to be one of the benefi- 
ciaries. Seoul and the World Bank 
see eye to eye on the issues in- 
volved. But there are still de- 
mands for devaluation of the 
has yet to 
recover from the effects of the 
kerb-market scandal. 


Page 52 
Indonesia further tightens the 
clamp on foreign shippers. 


Page 58 

China now turns to modern West- 
ern corporate methods to provide 
investment funds. 


Page 62. 

Instead of the usual intra-group 
bickering, Asean takes a com- 
mon stand. 


Page 63 
Hongkong prepares for tough 


talking with Europe over textiles. 


Page 70 3 

Foreigners may not after all be 
welcome in Australian , banking 
circles. 


Page 74 


In Singapore a takeover battle 


ends with a surprise result. 
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— REGIONAL 
No Asian Games 
for Cambodia 


India has not invited Cambodia 
to the ninth Asian Games in 
New Delhi in November. Al- 
though India recognises the 
Heng Samrin government in 
. Phnom Penh, it did not want a 
situation which might cause 
. other countries to pull out. 
— .. The Cambodian Embassy in 
— . New Delhi said that Cambo- 
—. . dia, as a member of the Asian 
— Games Federation (AGF), 
| should have been invited in 
principle, but it did not insist 
— -— on an invitation because it 
= wished the games “to be a suc- 
— . cess." The only other member 
— ofthe 34-nation AGF not invit- 
A ses is Israel, with which India 
—. .. hasno diplomatic relations. | 
a MR — MOHAN RAM 





























i The second round of Sino-In- 
_ dian border talks ended in New 
A elhi on May 20 without yield- 

ing a basis for negotiation. A 
. third round will be held in Pe- 
king shortly. China seeks a 
package whereby it will retain 
_ the area it holds in the western 
Sector in return for giving up its 
claims in the eastern sector. In- 
dia wants a sector-by-sector ap- 
proach. 

Meanwhile, bilateral coop- 
eration will be widened, with 
. A Indian experts -helping China's 
: ^ oil exploration and railways 
and Chinese experts studying 


e JH t 


India's wheat-growing and 
dairy-farming techniques. 
- — MOHAN RAM 


Erne jour nalists 


. The Straits Times group, Sin- 
= gapore’s leading English-lan- 
guage . newspaper publisher, 
announced it would retrench 
24 editorial employees and two 
business staff in the wake of a 





|... government-directed reorgani- 


=~ sation of the press several 
i weeks ago (REVIEW, Apr. 23). 


The industry-wide restructur-. 


| ing, included the effective clo- 

~ . sure of the group's afternoon 

. - and Sunday tabloids, New Na- 

tion and Sunday Nation, and 

the sale of the two titles to the 

i Be publishing company, Sifts: 
be re Monitor Ltd. 

1e Straits Times layoffs i in- 

chided employees from both of | 

those- papers plus others from | 


2 


^ 


The Straits Times and the 
group's other properties, Busi- 
ness Times and its Malay-lan- 
guage daily, Berita Harian. 
The layoffs do not appear to 
have been carried out on the 
basis of seniority, but on the 
basis of a group-wide assess- 
ment of personnel require- 
ments. The Singapore National 
Union of Journalists has pro- 
tested against the move, in par- 
ticular an inference in an offi- 
cial announcement that those 
retrenched were neither com- 
petent nor committed. 

The Straits Times group em- 
ploys 1,900 staff including 364 
journalists. The New Nation 
and Sunday Nation had a staff 
of 140, many of whom will be 
redeployed within the Straits 
Times group. 

— PATRICK SMITH 


Othman's land-case 
appeal is denied 


Tan Sri Othman Saat, whose- 


conflict with the sultan of Ma- 
laysia's southern state of Johor 
led to his ousting as chief minis- 
ter, has a new problem — he 
will have to appear in a land- 
deal case brought against him 


Othman: a new problem. 


by a fisherman (REVIEW, May 
21). 

Othman asked the High 
Court to expunge the fisher- 
man’s evidence from the re- 
cord and, when it refused and 
ordered the case to proceed, 
his lawyers appealed to the 
Federal Court which has up- 
held the original ruling. The 
plaintiff claims that land ap- 
plied for by 148 fishermen was 
; distributed instead to Othman 


|| and other government officials 


by the state council, of which 
the former chief minister was a 
member. -—K. DAS 
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BUSINESS 


Fraser presents plan 

to boost trade 

Australian Prime Minister 
Malcolm Fraser is pressing the 
seven economic summit na- 
tions — which will meet in Ver- 
sailles in early June — to con- 
sider a radical plan to restore 
world trade growth by cutting 
protection. Fraser personally 
presented his four-point plan 
to United States President Ro- 
nald Reagan, Canadian Prime 
Minister Pierre Trudeau and 
Japanese Prime Minister Zen- 
ko Suzuki in a 10-day diplomat- 
ic mission. The plan has been 
presented by Australian For- 
eign Minister Tony Street to 
the other summit nations: Bri- 
tain, France, West Germany 
and Italy. 

It calls for an immediate stop 
to increases in protection, es- 
pecially in new forms of non-ta- 
riff protection, a ban on new or 
increased export incentives 
and agreement on a five-year 
plan to phase out such incen- 
tives. Fraser also proposes an 
agreement to reduce progres- 
sively all forms of protection 
| under a formula to be deter- 
‘mined through the General 
Agreement on Tariffs and 


d Trade. — ANNE SUMMERS 
1 Food-for-road 
project for Nepal 


More than 20,000 people in 
| northwest Nepal have volun- 
teered their labour for the con- 
struction of a 67-km. road in the 
region, and the World Food 
Programme is helping out by 
providing food worth Rs 250 
million (US$17 million). The 
food consists of 3,700 tonnes of 
wheat flour, 3,700 tonnes of 
milk powder and 2,800 tonnes 
of vegetable oil. The mountain 
road, linking Naudanda to Be- 
ni Bazar, will boost the region's 

development. | 
— KEDAR MAN SINGH 


Japanese oil firm 
to drill in China 


The Japan National Oil Corp. 

will begin prospecting in Oc- 
tober for oil and natural gas in 
the Ordos ` Desert in Inner 
Mongolia, following the sign- 
ing of a five-year agreement 
with the Chinese Ministry of 
Geology and Minerals on May 
9. The company will conduct 
satellite photograph analysis 
and Aper ADU soe in a} 





100,000 sq. km. area in the | 
northern Ordos, while the Chi- 


nese Ministry of Petroleum will 
conduct exploration in the 
southern region where oil dep- 
osits have already been veri- 
fied. 

The French firm General 
Geophysics and United States- 
based Schlumberger and Geo- 
source and Parker Drilling 
have already undertaken on- 
shore exploration in China, but 
this is believed to be the first 
time a foreign company has 
been given exclusive explora- 
tion rights over a large area. 

— KAZUMI MIYAZAWA 


Producers to curb 
supply of rubber 


To try to combat falling prices 
the eight-nation Association of 
Natural Rubber Producing 
Countries is to withhold 
350,000 tonnes of rubber from 
the world market during the se- 
cond half of this year. Dele- 
gates from Malaysia, Indone- 
sia, Thailand, India, Sri Lanka, 
Papua New Guinea, Vietnam 
and Singapore — meeting in a 
two-day emergency session in 


Kuala Lumpur —- said the. 


move was in response to the de- 
cision by the International 
Natural Rubber Organisation 
(Inro) to cut buffer-stock inter- 
vention prices (REVIEW, May 
14). The export controls would 
complement ^ Inro's buffer 
stock, which now stands at 
some 140,000 tonnes, including 
6,500-8, 000 - 'tonnes bought 
over two days in mid-May 
when the indicator price fell 
into the new “may-buy” band 
of 166-177 M cents (73-78 US 
cents). — JEFFREY SEGAL 


Large shareholder 
quits Singapore Land 
Indonesia's" Harapan group, 
headed by Hendra Rahardja, 
has, just sold all the 6.3 million 
shares in Singapore Land held 
by its subsidiary Town and City 
Properties for S$55 million 
(US$26. 6 million). The stake 
represents, 1.396 of the S$92.2 
million paid-up capital of the 
Singapore property giant. The 
largest ;block, 5.9 million 
shares, was sold at US$7.45 a 
share ón May 21 to an un- 
named buyer, said to be based 
in Hongkong but possibly rep- 
resenting local businessmen. 
The buyer is rumoured to be 
aiming for a takeover bid for 
Singapore Land. 
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There are further 
indications that 


AILSLEDUAN? 


secretary-general 


be seriously ill 
(Intelligence, 


In an editorial 
published on the 
occasion of the 
_92nd anniversary 





Minh’s birth the party daily Nhan 
Dan avoided mentioning Duan’s ` 
name. It said that Ho had trained 
many generations of cadres “from 
whom many outstanding disciples 


are now trying to further his cause." 


The newspaper's editorial on the 


same occasion last year praised the 


clear-sighted leadership of the 
communist party; led by Duan. | 


TELL US ANOTHER ONE 


Peking has ignored a recent Khmer 


Rouge claim broadcast over its 
southern China-based Voice of — 


‚Democratic, Kampuchea radio that 


37,372 Vietnamese. soldiers were 
killed or wounded in Cambodia 
during the dry season now ending. 


A lengthy report by China’s Xinhua 


newsagency on the Khmer Rouge 
broadcast gave many details of 
, losses allegedly suffered by the 


Vietnamese, but pointedly failed to 


>+ I L 


X DAY ! ) 


j» oct 


thin; 
AFGHANISTAN .. ~ 





Afghan radio reported (Máy 22). . | 
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Vietnamese party 


Le Duan, 75, may 
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be INDIA _ 
Government troops and, militiamen killed 
31 rebels in Jauzjan province, the official 


It was announced at the"énd of a two-day 
ign Minister P. V. Nara- 
simha Rao that India and Bangladesh had 
find a solution to 
the problem of sharing the Ganga's waters 


First Far East Department, Mikhail Kapitsa, 
arrived as a guest of the Soviet ambassador. 
The death toll in floóds in Guangdong pro- 
vince was 506, Radio Peking'said. Austrian 
ae Minister Willibald-Pahr held talks 
is Chinese counterpart. Huang Hua 
(May 20). Thirty people were killed in floods 
in Guangxi province, the China Daily report- 
ed pay). A Taiwatiése professor, Chen Ji- 
ans 


eaa 
The head of epi tment, Mik Ministry’s 


Sir Edward Youde.arrived.to take up his 
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Khmer Rouge troo 


mention the total number of 
casualties. Peking’s omission is one 
of the clearest indications of Chinese 
scepticism about Khmer Rouge 
claims, which Western analysts have 
long regarded as extravagant. 


A WATCH ON THE BACK DOOR 


Senior Chinese officials have been 
warned to stop sending their 
children abroad “through the back 
door.” It is believed that at least a 
dozen members of the politburo 
have offspring studying in the West. 
In addition, graduates whose 
parents can afford. to send them 
abroad privately have been told they 
must take a job for at least two years 
before leaving the country. And 
there are moves afoot to begin 
sending secondary-school graduates 


iL. We 
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Two people were killed and 15 wounded 
during religious rioting in Baroda, United 


‘News of India said (May 19). The ruling Con- 


A party won three of seven parliamentary 
y-elections (May 23). A coalition led by the 
ruling Congress party gained a majority in the 
Kerala state election but the Communist Par- 
y <i India-Marxist won in West Bengal (May 


INDONESIA PAL. oF 

Four members of an outlawed Muslim re- 
bel movement were arrested in Aceh, the offi- 
cial newsagency Antara said (May 21). 


JAPAN. ^ ( 
Khmer People's National Liberation Front 
leader Son Sann met Foreign Minister Yoshio 
Sakurauchi (May 19). About 400,000 people 
gathered ‘in three Tokyo parks. to protest 
against the use of nuclear weapons (May 23). 
Singapore Foreign Minister Suppiah Dhanab- 


NUS 


alan arrived (May 24). 
NEW ZEALAND mit or ba: 
Prime | Minister Robert Muldoon offered 
Britain New, Zealand's only fully operational 
frigate phoan (May 20). 
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Minister Malcolm Fraser arrived for. talks 





to the rural areas again, though only 
for one year. 


THE COUNCIL'S COUNSEL w 


Singapore's quasi-official National | 
Wages Council has recommended od 
that its form be changed, . i] 
with employers and labour M. 
representatives negotiating without 30 
government officials present, ashas | —— 

been the case for the past decade. — | .— 


This would signal an era of free 
collective bargaining if the pos 
recommendations are accepted by | — 
the cabinet. The council also Jo 
recommended to the cabinet a wage | - 
rise of $$20 (US$9.6), representing {| 
4% of the average wage, plus 2-4% | - 
of the monthly wage for the year 
beginning July 1. 


HARNESSING THE GORGES 


China’s mammoth Sanxia 
hydroelectric projéct on the Yangzi | 
is likely to be restored to active FISS 
status in the sixth five-year plan to . f — 
be promulgated later this year, with | — 
construction beginning in 1983. oe 
When completed, the 25,000-mw. + 
project, with its 230 m.-high dam S 
wall, would generate 120 billion 
kwh. annually — equivalent to 
39% of China's total electricity 
production last year. The 10,000- 
mw. first stage could be on line by 
1991. In 1980, total costs for the 
project were estimated at US$7.8- 
12.1 billion. 3 $ 
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PHILIPPINES in SAB Lu 
A group of suspected communist rebels | _ 
burned down a logging camp in Zamboanga . 
del Sur province, military authorities said | - 
(May 21). An Asian conference on apartheid __ 
opened with calls for global sanctions against - 
South Africa (May 24. | AUN 


SINGAPORE wr 
About.26 staff members of the Straits |. 
Times group were laid off as a result of a. |- 
government-guided restructuring of news- [| 
papers (May 19). 218 | 


SOUTH KOREA Hz rere 
The entire cabinet submitted its resignation | 
in the wake of a series of incidents, including |. 
the kerb money-market scandal (May 20). | 
President Chun Doo Hwan accepted the rès- — 
ignation of half his cabinet and appointed 11 | 
new ministers (May 21). Australian.Prime | 


















(May 24). . ^ 


THAILAND $ EA Ear 
Fifteen- Western prisoners were released | — — 
under a royal amnesty (May 22). French For- | = 
eign Trade Minister Michel Jobert arrived on | - 
an official visit (May 24). E | 
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™ REGIONAL AFFAIRS 
Although chastened, Chun manages to ride the kerb scandal 


Bloody but unbowed 


By Mike Tharp 

Seoul: South Korean President Chun 
Doo Hwan appears likely to survive the 
kerb-market scandal (REVIEW, May 21), 
which has posed the greatest threat to his 
regime since he took control of the coun- 
try in December 1979. But the erosion of 
his personal credibility and that of his 
government has been serious, and the 
scandal will weaken his ability to deal with 
the major longer-range economic and so- 
cial problems confronting his nation. 

The main reason Chun will weather the 
recent crisis is that the only other power- 
centre in South Korea — consisting of se- 
nior army officers holding major com- 
mand and staff positions — seems reluc- 
tant to move against him, at least for the 
present. Unless widespread social insta- 
bility recurs, the army will close ranks and 
continue to support Chun, himself a 
former army general. 

Simply put, there is no realistic alterna- 
tive to Chun. With North Korea stepping 
up its infiltration attempts in recent 
weeks, the army will maintain the status 
quo. As long as the military stays out of ac- 
tive involvement in politics, the president 
can retain his authority. Since Chun took 
over the reins of power through a military 
putsch in late 1979, he and his supporters 
have eliminated all other rivals for leader- 
ship. 

However, the kerb-market scandal has 
shaken the very foundations of the presi- 
dent’s rule. Despite his efforts to limit the 
damage by wholesale arrests (including 
that of his wife’s uncle, retired general Lee 
Kyu Kwang), mass cabinet resignations 
and a shake-up in Chun’s own Democratic 
Justice Party (DJP), the South Korean 
public will continue to question the presi- 
dent’s ability to deliver clean, effective 
government. 

That popular scepticism means it will be 
more difficult in the months ahead for the 
president to demand the sacrifices from 
ordinary people needed to bolster South 
Korea’s sluggish economy, Ultimately, 
economic performance will determine the 
nation’s social stability — and Chun’s 
chances of staying in office until his term 
expires in March 1988. 

The kerb-market scandal surfaced early 
in May when the South Korean prosecutor 
general’s office charged a former member 
of the National Assembly, Lee Chol Hee, 
and his wife; Chang Yong Ja, with fraud in 
connection with their alleged illegal mis- 
handling of up to Won 711 billion 
(US$981 million) in loans to and promis- 
sory notes by various South Korean com- 
panies. Most of the transactions occurred 
in connection with the kerb market, a 
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long-standing private and unofficial 
source of credit here. Estimates put the 
annual turnover in the kerb market at 
about Won 1.2 trillion, or more than a 
quarter of the nation's money supply. 

Since early May, the presidents of two 
of South Korea's largest commercial 
banks have resigned, two major compan- 
ies have teetered on the edge of bankrupt- 
cy, stockmarket prices have plunged and 
many companies have been unable to ob- 
tain kerb-market credit. As the investiga- 
tion proceeded, 19 people, including busi- 
nessmen, bankers and the uncle of South 
Korea's first lady, were arrested. Her fa- 
ther also resigned as president of the Ko- 
rean Senior Citizens Association. 

In an obvious attempt to confine the 
scandal to the financial sector, the final re- 
port from the prosecutor-general's office 
(page 50) claimed that none of the money 
obtained by the couple had gone to South 
Korean politicians or been used as politi- 
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public confidence in the president's lead- 
ership and honour. Although most South 
Koreans do‘not believe Chun himself was 
involved in the money scam, theré is 
widespread speculation that his wife, Lee 
Soon Ja, may have been, or that senior 
Blue House (presidential palace) aides 
were somehow entangled in it. 

Furthermore, many people are now 
openly cynical about Chun's near-obses- 
sive efforts to eradicate endemic corrup- 
tion at all levels of South Korean society. 
A constant theme of his government has 
been “moral rearmament” to root out all 
manner of evil, especially in business and 
the bureaucracy. Recently, for example, 
thousands of middle-level government of- 
ficials were called to the Sejeong Cultural 
Centre where they raised their right hands 
and pledged undying honesty. 

One taxi driver probably spoke for 
many South Koreans as he described how 
a fellow driver had been arrested a few 





- Two of the accused: Lee Kyu Kwang; Lee Chol Hee. . 


cal slush funds. The president thus hoped 
to close the official books on the investiga- 
tion and staunch the political. haemor- 
rhage. 


Horee rumours were so rife and 
public disbelief so rampant that the pre- 
sident felt compelled to reshuffle his ca- 
binet, the second such move since Janu- 
ary. More importantly, he removed the 
top five leaders of the DJP, including its 
secretary-general, Kwon Jung Dal, a 
former army general who aided »Chun’s 
1979 coup. Kwon was widely regarded as 
the second most powerful man in the 
country, 

These actions were taken to. restore 


days earlier for overcharging a passenger 
by Won 50. "That was a speck of dust on 
the wing-tip of a fly," said the driver, “and 
these crooks were getting away with bil- 
lions of won. ^ 

It is not likely that the Chun govern- 
ment's recent actions will dispel such atti- 
tudes. One reason is that the centrepiece 
of the government's attempts to salvage its 
reputation — the prosecutor's investiga- 
tion — is viewed at best as minimal and at 
worst as a whitewash. 

The public knows the prosecutor's of- 
fice initially dragged its feet on pursuing 
all leads and that government censors told 
newspaper editors to keep the scandal off 
their front pages as the stories broke. But 
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 inued to grind out surprisingly accurate 
reports, and eventually the president him- 


self publicly ordered prosecutors to inten- | 


. Sify their investigation | 
Despite general public scepticism about 
the prosecutor's report, South Korea has 


| endured a series of crises since the assassi- | 
nation of president Park Chung Hee in Oc- ` 





1979. The durability and energy of 


its people are well-known, and these traits - 


should once again contribute: to the na- 
tion’s resilience, “The crisis is manage- 
: able," said one former cabinet member. 








There are several probable effects of - 
the kerb-market scandal, not all of them | 


- bad. For one thing, exposure of the fragili- 

ty of South Korea's financial sector should 
“accelerate structural reform, advocated 
. by the Economic Planning Board and the 


: private sector. 


E E "or another, Chun will be more careful 
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wouldn't griw.” "3 | 
Any such. beralisation, d Ever will 
“be slow in coming, andi will not resemble 
< Western concepts of det y. 
, never going to be libetalof 
democracy in Korea,” said € American 
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By Shim Jae Hoon 


Seoul: With public pressure mounting on 
the government over the kerb-market 
| scandal, President Chun Doo Hiwan's po- 
sition was becoming politically untenable 
until the cabinet was reshuffled on May 
21. In order to restore credibility to his de- 
clared commitment to reform and to the 
eradication of corruption, a serious face- 
lift was urgently required, particularly for 
the cabinet, which was barely five months 
old. | 

The reshuffle affected half of the ca- 
| binet’s 22 portfolios. Although Prime 


er HI SOME ic Planning. Minister Kim 








| Joon ‘Suing. and Finance Minister Rah 
 Woong Bae were all retained (largely to 
sort out the mess created by Chang Yong 
Ja's juggling of billions of won in promis- 
sory notes), the shake-up was extensive 
enough to give the i impression of almost a a 
new cabinet. 
Ofthe 11 new appointments, thee con- 

sidered most significant included Henry 

| Otis Se ninh as das state ministeri in charge 
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Several cabinet heads roll in a revamp | that fails - 
to restore the regime's shattered — 


| Minister Yoo Chang Soon, Deputy Premi- 
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An overture's echoes 


Pravda takes up Brezhnev's Tashkent theme of better relations 
with Peking but the border dispute remains a major problem 


By Mary Wisniewski 

Moscow: Any policy statement made by 
President Leonid Brezhnev can be expect- 
ed to echo in the official Soviet press for 
months. The state-controlled media usu- 
ally take up the-statement and elaborate 
on it, while being careful not to expand it 
significantly. The response to Brezhnev's 
March address in the Soviet Central Asian 
city of Tashkent, calling on China to end 
its long quarrel with the Kremlin (REVIEW 
Apr. 2) has followed this procedure ex- 
actly. — 

The communist party daily Pravda, in a 
lengthy article signed by I. Alexandrov — 
a pseudonym believed to indicate Kremlin 
approval of the article as an official policy 
statement — has taken up the Soviet lead- 
er's call, and appeals to Peking to "find a 
way out of the blind alley" in which Soviet- 

- Chinese relations exist. 

.. Diplomatic sources in Moscow said the 
Pravda article basically fits the same pat- 
tern as the Tashkent address, but gives no 
additional details about what concrete 
steps the Soviets are willing to take to im- 
prove relations with Peking. Neither does 
the latest overture make any concessions 
to the Chinese. 

The timing of the Pravda statement may 
have been prompted, the sources said, by 
the visit to China of United States Vice- 
President George Bush in early May. 
Bush reportedly failed during his visit to 
dissuade the Chinese from their staunch 
opposition to American arms sales to Tai- 
wan, though apparently some progress 
was made towards salvaging relations, at 
their lowest point since formal diplomatic 
links began in 1979. 

The Soviets’ recent advances towards 
Peking have been seen as an attempt to 
take advantage of the strained relations 
between Peking and Washington over the 
arms-sales issue. But Pravda denies that 
the calls for normalisation are linked to 
the ebb of Chinese-American relations. 
The Alexandrov text said that the Krem- 
lin's desire for improved relations is not 
prompted by “any transitory considera- 
tions of the moment." It added: *The So- 
viet approach to China is neither opportu- 
nistic nor determined by a striving to cash 
in on the difficulties in [China's] relations 
with the West, primarily with the United 
States." 

The tone of the statement in Pravda was 
seen by observers as reasonable, despite 
some harshly worded passages. The main- 
ly moderate wording of the article and that 
of the Brezhnev speech marks a distinct 
change from the harsh rhetoric the Krem- 
lin has directed towards Peking in recent 
years. 

Some of the most critical comments in 
the article dealt with China's response to 
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the original Brezhnev address. In its reply 
Peking did not rule out a degree of rap- 
prochement, but said improved relations 
would depend on what the Soviet Union 
actually did. 

The Soviets took exception to this reply, 
saying: “When it comes to practical deeds 
the [Chinese] leaders are making a whole 
range of preliminary demands which the 
Soviet Union must meet before any So- 
viet-Chinese talks begin." Pravda inter- 
prets these demands as Chinese insistence 
that the Soviets reduce their influence in 
Afghanistan, Mongolia and Indochina, 
withdraw Soviet troops from the Chinese 
border, and make territorial concessions 
in disputed border areas. The Pravda 
statement rejects these demands as “ob- 
viously unacceptable" and accuses the 


Brezhnev: echoed in the press. 





Chinese of demanding payment for the 
possible improvement of relations. 

The Soviets say the authors of such de- 
mands are not taking into account the 
reality of international affairs and that the 
Soviet side views the demands as *deliber- 
ate unwillingness" on the part of the Chi- 
nese to normalise relations. The Soviets 
say that they, on the other hand, are pre- 
pared to improve relations with China 
without any preliminary conditions. 


However: diplomatic sources pointed 
out, neither the recent Pravda statement 
nor the Tashkent speech make any con- 
cessions. Both' the speech and the news- 
paper follow-up, the sources noted, have 
been very carefully worded so as not to 
yield on any of the sticky issues which di- 
vide the two communist powers. © 

The flashpoint of Soviet-Chinese rela- 
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tions remains their border dispute. The 
Soviets have, since late 1981, proposęd a 
resumption of border talks which were 
halted nearly two years earlier. The talks 
had been going on, fruitlessly, for nearly 
10 years, since shortly after a 1969 border 
clash between Soviet and Chinese troops 
on the Ussuri river. 

The border dispute is long-standing: the 
Chinese claim that large expanses of pres- 
ent Soviet territory were illegally taken 
from China by Tsarist treaties and that the 
Soviet Union later also annexed smaller 
areas of land not covered by these treaties. 
Today China claims only a small portion 
of the total territory once in question, but 
the Soviets firmly regard this as their own 
land and are not prepared to give any of it 
up. 
The latest Pravda statement points out 
that the Soviet Union, however, “has not 
had nor has territorial or other claims” on 
China. If the border talks were to resume, 
it is likely they would proceed at the same 
snail’s pace as in the past. The significance 
of the Soviet willingness to resume talks 
lies not in the possible resumption of the 
discussions but in the important signal the 
overtures send to the Chinese, indicating 
that the Kremlin would like to improve bi- 
lateral relations. | 

The recent Kremlin overtures and the 
earlier bids to resume border talks can be 
seen as a Soviet attempt to settle affairs on 
its eastern flank. The problems on its 
western border with Poland are far from 
settled. 

Guerilla resistance to the Soviet-backed 
regime in Afghanistan is-still significant 
and the Kremlin cannot yet rest easy 
about that border country. These two fac- 
tors, taken together with the strained state 
of Sino-US relations, may seem to the So- 
viet leadership to constitute an opportune 
time to remind Washington about the So- 
viets’ own China card, and the alteration 
in the world balance of power that a So- 
viet-Chinese alliance could bring about. 

The Soviet backing of the Vietnamese 
in Cambodia and Laos isa further sticking 
point with Peking. The Soviet party's cen- 
tral committee ‘newspaper — Sotsialisti- 
cheskaya Industria — only one day after 
the Pravda appeal to the Peking leader- 
ship, denounced the same Chinese leaders 
for remarks made by the Chinese during a 
visit to Peking by Thai Foreign Minister 
Sitthi Sawetsila. The Soviet newspaper ac- 
cused the Chinese of trying to “reanimate 
the political ‘corpse of [former Khmer 
Rouge leader] Pol Pot.” The newspaper 
said the Chinese are trying to persuade the 
Asean cbuntries, Thailand in particular, 
to go ahead with what it called hopeless ef- 
forts to bring about a coalition govern- 
ment in Cambodia. ~- 

On the same day, Peking in turn ac- 
cused the Soviets of trying to disrupt Sino- 
Indian border talks, which were taking 
place in New. Delhi. The Chinese were 
complaining about a recent Tass news- 
agency commentary which accused them 
of occupying Indian territory and said the 
only solution was for the Chinese to return 
the territory. Peking called this accusation 
an anti-China slander and said the Soviets 
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are playing a “most infamous role of insti- 
gator.” 

In addition to the crucial area of their 
border dispute, the Cambedia-Laos issue 
and the question of Sino-Indian relations 
are two more areas in which Moscow and 
Peking remain far apart. Peking sees So- 
viet influence in Indochina as threatening, 
and Moscow sees a Sino-Indian rapproche- 
ment as menacing the close ties New Delhi 
currently maintains with Moscow. 

The Peking blast at Moscow for instigat- 
ing trouble over India came on the day 
the Kremlin's China expert, Mikhail Ka- 
pitsa, leftiPeking after a visit to the Chinese 
capital to brief Soviet Embassy officials 
there on Moscow’s Far East policy. Soviet 
sources reported that during his visit he 
held two meetings with Qian Qichen, a 
Chinese vice-foreign minister. The talks 
were unofficial, but, according to the 
sources, were friendly and candid. 


Th: Kapitsa visit is one of several signs 
that informal contacts are increasing de- 
spite the mutual denunciations in official 
statements. In March, Chinese sources in 
Moscow reported that three Chinese 
economists met Soviet State Planning 
Commission officials during an unofficial 
visit to the Soviet capital as guests of the 
Chinese ambassador. 

That visit recalled another unofficial, 
high-level contact in January, when Sergei 
Tikhvinsky, director of the Soviet Acade- 
my of Foreign Affairs and a Kremlin 
China policy expert, met his Chinese 
counterparts in Peking. Tikhvinsky held 
10 days of discreet talks at that time, and 
his mission was seen as a significant step in 
the budding dialogue. 

On May 23 a Chinese trade delegation 
went to Moscow for a two-week visit and 
was expected to attend a light industrial 
fair in Moscow and also go to Leningrad. 
A Chinese trade spokesman said that the 
five-man team had been invited by the So- 
viet Federation of Industry and Com- 
merce. Sports also help. Soviet athletes 
are planning to participate in a track and 
field meet in Peking in June in what would 
be the first such yisit by Soviet sportsmen 
since 1965. 

In the latest Pravda approach to Peking, 
the Soviets appeared to welcome in- 
creased unofficial. contacts and made a 


point of listing the positive factors already 


existing in Sino-Soviet relations: function- 
ing embassies in both countries; regular 
rail and air traffic and communications; a 
mixed shipping commission; regular trade 
talks; participation in international con- 
ferences and sports competitions, and 
non-official scientific exchanges. 

Despite the small signs of rapproche- 
ment the unofficial contacts represent and 
the signals transmitted by Brezhnev's 
Tashkent address and the authoritative 
Pravda overture, the Soviets have not yet 
spelled out in detail any concessions they 
may be willing to make, However, there 
have been hints that Moscow might be 
willing to discuss, an. arms-limitation 
agreement with Peking, as it has done with 
the West. e 

See The 5th Column: page 38. 
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Abramowitz 
under siege 


Ex-CIA men and hardline 
conservatives gang up on 
a veteran Asia specialist 


By Robert Manning 


Washington: When United States Secre- 
tary of State Alexander Haig announced 
on May 20 with regret that he was with- 
drawing the nomination of Morton Abra- 
mowitz for ambassador to Indonesia, the 
final curtain fell on a seven-month drama 
of infighting within the administration of 
President Ronald Reagan which torpe- 
doed the veteran Asia specialist despite 
strong backing from both Haig and Rea- 
gan. 

Haig's statement praised Abramowitz, 
saying: "There has never been any ques- 
tion in the president's mind or my own 
mind that he was an excellent choice for 
the post in Jakarta." But, Haig said, the 
Indonesian Government would not accept 
"this truly outstanding foreign-service of- 
ficer.” In Jakarta, Indonesian Foreign 
Minister Mochtar Kusumaatmadja denied 
that Jakarta had rejected Abramowitz, 
but this appeared to be a technical quibble 
in that Abramowitz was not formally re- 
jected or accepted for the post — Jakarta 
simply failed to approve his appointment. 

Behind the fate of Abramowitz is a saga 
of backdoor intrigue stretching from here 
to Asia that has plagued a number of Rea- 
gan appointees. 

Last September, Haig offered Abramo- 
witz the position of assistant secretary of 
state for East Asian and Pacific affairs, 
hoping to have him replace John Hol- 
dridge as the administration's top East 
Asia adviser. Abramowitz is perhaps one 
of the most experienced Asia hands in the 
administration, having served in his 22- 
year career in Taiwan, in Hongkong, as 
adviser to the chief of US forces in the Pa- 
cific, as senior Asian affairs adviser in the 


Pentagon and ambassador to Thailand for 


three years, leaving the post seven months 
after Reagan took office. 

In October Reagan and his senior aides 
decided to appoint Abramowitz as ambas- 
sador to Indonesia and Reagan personally 
telephoned the career foreign-service of- 
ficer and offered him the job, which he ac- 
cepted. As word of the move leaked out to 
Washington's conservative circles, alarm 
was generated, and a counter-offensive 
began. Earlier, it was pro- Taiwan hardlin- 
ers such as chairman of the Senate Foreign 
Relations Committee Jesse Helms (who 
has blocked or held up other Reagan ap- 
pointees) who were instrumental in halt- 
ing the bid to have Abramowitz replace 
Holdridge. But apparently a slightly dif- 
ferent cabal was involved in sabotaging 
the Indonesia appointment. 

An unsigned paper dated October 1, 
entitled Point Paper on Morton Abramo- 
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NS des, and apparently triggered. a second | 
; . document less than two weeks later, a 
= White House memo, incorporating some 
— A of its points. The point paper included a 
. number of spurious accusations. It 
= charged that Abramowitz had a “political 
philosophy akin to McGovern, Muskie 
and [Walter] Mondale" and that his wife 
had been a staff aide of Edmund Muskie, 
George McGovern and former president 
_ Jimmy Carter. Mrs Abramowitz had been 
an aide to Muskie, then à senator, for 
about a year in 1970, but did not work for 
E the two other liberal Democrats. 
E: It also charged that Abramowitz was 
- the architect of the move by the Carter ad- 
 ministration to withdraw US troops from 
. South Korea and that he “worked very 
_ hard" for US diplomatic recognition of 
. and *a massive foreign-aid programme" 
- for Vietnam. Both Abramowitz and a 
T number of former senior Carter adminis- 
tration officials dismiss the charges as pat- 
ently absurd. Abramowitz is known as a 
. conservative, cautious policy analyst. 
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. Secretary of state for East Asia 
. and the Pacific (who is said in the 
. document to be a friend of Abra- 

p mowitz), told the REVIEW: “The 
x T al Algatus are particularly ironic 
because in the Carter administra- 
ion Abramowitz was continually 
on the conservative side of is- 
Y | sues — particularly South Ko- 
- a rean troop withdrawal, Vietnam 
. and US bases in the Philip- 
T "e unes ” ; 
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'T is not known whether just the 
.... Manonymous point paper or the 
E White House memo was given to 
— . the Indonesians, but the accusa- |& 
| tions against Abramowitz report- | pe 
E^ edly found their way to Jakarta. 
_ After receiving the information, 

n P. Indonesian officials privately ex- 
— pressed an initial opinion that they 


2 M ard not wish to accept Abramowitz. Well- . 


. . placed official sources told the REVIEW 
= that former Thai premier Kriangsak 
—— Chomanan may have played a part in per- 

; suading Jakarta to reject Abramowitz. 
= Among Abramowitz’s enemies are retired 

_ general Richard Stillwell, currently depu- 
» .. . ty undersecretary of defence, Daniel Ar- 
-. . nold, former CIA. station chief in Thai- 
— land, and Ray Cline, a former CIA official 
(ets Ee at the Georgetown Centre for Stra- 
. . tegic and International Studies. 

Poy W; | Ec told The Washington Post he 
Í knew nothing about the point paper, and 
_ Stillwell claims he had nothing to do with 
-  . the opposition to Abramowitz. But Ar- 
| . nold, who has close ties with Kriangsak 
.  . and was CIA station chief in Thailand 


m 


. is believed to be involved in the op- 
| A position to Abramowitz. Kriangsak, well- 
~  . placed sources told the REVIEW, has ac- 
cused Abramowitz of having a hand in the 
events that led to his resignation as premi- 
»  . erin 1980. Abramowitz, who as ambassa- 
- — dor played an extremely influential role in 
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nse iat confic en + ial, a began tc 1 pe À 
adea in official and non-offici: ade 


Richard . Holbróoke, former assistant 


|J... while Abramowitz was ambassador there, - 


(i pw such charges. _ 

At any rate, according to reports circu- 
lating here, Thai sources told the Indone- 
sians that Abramowitz “might try to run 
your country.” Well-placed US sources 
told the REVIEW that Kriangsak, or his 


aides, could well have told the Indone- - 


sians something along those lines. Senior 
Indonesian sources told the REVIEW that 
Jakarta opposed Abramowitz because he 
was considered too pro-Chinese and be- 
cause of his performance in Thailand and 
bad relations with Kriangsak. 

Arnold denies charges that he helped 
several military officers draft the memo, 
but admits that he helped “check out” 
questions about Abramowitz. Several 
sources told the REVIEW that they be- 
lieved Arnold wrote the memo, and a 
former senior Carter official said: “Some 
of the things in that paper could only have 
come from someone who had served in the 
Bangkok embassy.” 

Despite the point paper and the White 
House memo, Reagan backed the ap- 
pointment. In November, outgoing US 





Abramowitz: d shirt-sleeved ambassador. 


ambassador to Indonesia Edward Masters 
conveyed an indirect message from Presi- 
dent Suharto (a close friend of Kriangsak) 
that he preferred Abramowitz not be sent. 
It was later reported that Suharto had re- 
ceived a copy of an anti-Abramowitz pa- 
per. 

Top.US olio did not press the issue 
further until January when Haig, by letter 
and a telephone call to Mochtar, pursued 
the Abramowitz appointment. Mochtar 


reportedly told Haig: "The well has been 


poisoned.” The allegations in the two doc- 
uments, plus the belief that Abramowitz 
was too pro-Chinese and had offended 
someone in the Thai Government, appear 
to be the source of Indonesian oppe 

Haig waited until April, hoping that the 
storm would blow over, and then formally 
proposed Abramowitz’ S appointment to 







Jakarta with an unusually strong personal. 
endorsement. But the Indonesian Gov- 


ernment reportedly informed Washing- 
ton that it found Abramowitz unaccepta- 
ble. Abramowitz has not yet been as- 
signed to another post. Commenting on 
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yaa EA 20-con: servatives] are 
ideologues, and are willing to sabotage 
anybody, even Reagan, if they ds be- 


trayed." Ut 


» John McBeth writes from Bangkok: 
Abramowitz was a strong-willed, shirt- 
sleeved ambassador who has probably 


made as many friends as enemies during 


his 22-year diplomatic career. Those who 
worked with him in Bangkok and came to 
admire him say he is not attracted to bland 
people and seemed almost to relish getting 
into arguments with members of his con- 
siderable staff over various issues. 

While Abramowitz did not stand on ce- 
remony, it is also true he liked to have his 
finger firmly on the pulse of what is still 
one of the biggest US missions in the 
world. If this was perhaps perfectly under- 
standable, it appears nevertheless to have 
strained his relationship with Arnold, who 
had been CIA station chief for more than 
two years before Abramowitz assumed 
the ambassadorship in August 1978. 

Arnold has claimed in published inter- 
views that he had no problem with Abra- 
mowitz during the year they worked to- 
gether, but acknowledged they quarrelled 
in late 1980 over his return to Bangkok af- 
ter his retirement from the CIA. Well- 
placed sources in Bangkok said Abramo- 


witz was unhappy over the prospect of a 


former high-ranking American intelli- 
gence officer serving as a consultant for a 
foreign government. Arnold registered . 
with the Department of Justice as a paid 
agent of the Thai Government last No- 
vember. 

Arnold, for his part, is understood to 
have felt that a lack of US support was a 
partial cause of the downfall of Kriangsak 
in early 1980. The two are widely reported 
to have been close, but Kriangsak told the 


-REVIEW through an aide he would not 


comment on the relationship or on the 
Abramowitz case until he had read a full 
account of what was being reported. 

Rightly or wrongly, Kriangsak is known 
to have felt at least privately that Abramo- 
witz had a hand in his demise by conveying 
the impression that he was out of favour 
with the US. Such a view would have con- 
tributed to the’ conditions which precipi- 
tated Kriangsak's eventual decision to re- 
sign in the face of urfified parliamentary 
and military pressure.i What contributed 
to these suspicions was the fact that Abra- 
mowitz left Thailand at the height of the 
political crisis, and.not long after what was 
reported to be a difference of opinion be- 
tween Kriangsak and Holbrooke. The 
Thai premier is said:to have referred to 
Holbrooke a5 a young upstart. 

The divergencies at that time reported- 
ly centred on. a--conversation between 
Kriangsak and. Holbrooke, in which Hol- 
brooke was reportéd:to have defended the 
policy of normalising relations with Hanoi 
and advanced the line that it was impor- 


-tant to American Security interests to re- - 


verse the trend under which the Soviets 
were securing incrédsing access to Vietna- 
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er. After Mrs Gandhi returned to power in 
New Delhi in January 1980, many Janata 
politicians defected to the Congress which 
then formed state governments. But fac- 
tional squabbles among the defectors con- 
tinued to threaten stability. The new gov- 
ernments will also be made up of defec- 
tors whose questionable loyalties could 
also result in unstable regimes. 

Mrs Gandhi had mounted a strident and 
aggressive campaign against her oppo- 
nents who have been split hopelessly since 
mid-1979. It was no longer the familiar 
populist ‘rhetoric of banishing poverty. 
Nor was it a renewed promise of a govern- 
ment that works. Her campaign speeches 
were significant for their anti-communist 
broadsides and open intolerance of any 
state government which her party did not 
control. 


Codec in West Bengal and Kerala 
she concentrated her fire on the CPI-M 
but surprisingly for the first time she ex- 
tended her attacks to communist ideology 
in general. She said communist regimes 
and democracy did not go together. She 
also said no communist country had ever 
been self-sufficient in food. In Himachal 
Pradesh and Haryana she attacked the 
BJP, which is a reincarnation of the Hindu 
nationalist Jana Sangh of pre-1977 days. 
She made it known that a state which 
did not vote for a Congress government 
could not expect a fair deal from the cen- 
tre and that relations between the non- 
Congress states and New Delhi could not 
be smooth. By and large the voters re- 
corded their disapproval of the Congress 
party rule in New Delhi since 1980. 
Although Congress leaders had no im- 
mediate comment on the election results, 
the much-debated plan evidently encour- 
aged by Mrs Gandhi herself to bring about 
a presidential form of government by 
amending the Constitution will have to be 
shelved. A constitutional amendment re- 
quires a two-thirds majority in both 


houses of parliament, which the Congress 


does not have, and the recent poll showed 
a drop in support for Mrs Gandhi. 


More important, the poll also seems to | 


herald an end of single-party dominance 
in Indian politics. Although there is still 
no nationwide alternative to Mrs Gandhi 
and her Congress, the possibilities of local 
and regional alternatives have become 
clearer, according to opposition party spo- 


-kesmen. The non-Congress. forces to. be 


reckoned 'with are the CPI-M. in West 
Bengal, Tripura and Kerala; BJP-in Him- 
achal Pradesh and Madhya Pradesh; Lok 
Dal in Haryana; the National Conference 
which rules in Jammu and Kashmir, and 
the two Dravidian parties in Tamil Nadu. 

The decline in support for the Congress 
also indicates a possible erosion of its hold 
on parliament in the next poll in 1985. AI- 
though the: dismal record of Janata rule 
between March 1977 and January. 1980 
proved that the non-Congress option in 


- New Delhi is fraught with instability, the 


ruling party's sagging popularity indicates 
an uneasy political situation of muiti-party 
coalitions in many states. and, possibly at 
the centre. : 
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Indo-Bangladeshi problems figure prominently 
in the Saudi view of security of the Subcontinent 


By S. Kamaluddin 

Dacca: Saudi Arabia, one of the most in- 
fluential countries in the Middle East, 
now appears to be giving more attention 
to the situation in the neighbouring Sub- 
continent. And one main focus of its con- 
cern is the current delicate relationship 
between India and Bangladesh, which fig- 
ured prominently in the talks between 
Saudi King Khaled and Bangladeshi 
strongman Lieut-Gen. H. M. Ershad dur- 
ing his visit to Riyadh this month. 

The Ershad visit was preceded by that 
of Indian Prime Minister Indira Gandhi in 
late April when she impressed upon her 
Saudi hosts New. Delhi's perception of 
peace and security in the Subcontinent 
and its linkages with the Gulf (REVIEW, 
Apr. 30). Ershad's views on regional se- 
curity are known to have differed from 


Hao: talks with Ershad. 


Mrs Gandhi’s..The Saudis, fully aware 
that the Indian perception is not shared by 
its immediate neighbours, had dispatched 
a high-level.emissary to Pakistan to'coin- 
cide with the Indian leader's visit and sig- 
nificantly. tamed: the talks with, Ershad 
soon after. s TT 

India, as the largest country in the Sub- 
continent and sharing common. borders 
with China, feels its security interests are 
inevitably linked with those of the whole 
region. Consequently, New Delhi is also 
concerned. with threats to the security — 
both internal, and external —- of smaller 
neighbours such as Nepal, Bhutan-and Sri 
Lanka. Given.some goodwill, India can 
help to stabilise the situation in Pakistan 
and Bangladesh as well, according to the 
thinking prevalent in the Indian Govern- 
ment. Assuming New Delhi.is allowed to 
play such a role in South \Asia, jt:could 





then effectively cooperate with Saudi Ara- 
bia and other Gulf states in the security of 
the Gulf region as well. 

That the security of the Subcontinent 
and the Gulf is interlinked was acknowl- 
edged in the Indo-Saudi joint commu- 
nique at the end of Mrs Gandhi's visit. 
While the Saudis are trying to evolve their 
own thinking on the.linkage in consulta- 
tion with Pakistan and Bangladesh, they 
appear to be emphasising the economic 
aspects of the security equation for the 
time being. 


ccording to informed sources here, 

Ershad in his talks with the Saudi 
monarch clearly took a different view on 
security, pointing out that Bangladesh — 
which is surrounded by Indian territory on 
three sides — is more apprehensive of In- 
dia than of any other country in the region. 
Dacca had been trying to forge closer ties 
with New Delhi and wanted the speedy re- 
solution of all outstanding bilateral prob- 
lems, Ershad is known to have told the 
Saudi leaders. 

Some of these problems came up 
for discussion when Indian Foreign Minis- 
ter P. V. Narasimha Rao visited Dacca on 
May 22, the first, high-level contact be- 
tween the two countries since the declara- 
tion of martial law in Bangladesh in 
March. The outstanding bilateral prob- 
lems are sharing of the Ganga waters, 
demarcation of land and maritime boun- 
daries and ownership of New Moore 
(South Talpatty) island in the Bay of Ben- 
gal. | 

In addition to. the formal negotiations 
with the Bangladeshi delegation headed 
by information-and broadcasting adviser 
A. R. S. Doha; Rao also had substantive 
talks with Ershad. The joint statement at 
the end of the talks said that both coun- 
tries had agreed to resolve all outstanding . 
disputes through amicable negotiations as 
soon as possible. No immediate break- 
through had been expected but the talks 
did signify New. Delhi's. decision to re- . 
spond to Dacca's initiative to improve ties 
at the highest, political. levels. A decision 
to set up a joint.economic commission was 
taken, indicating: that several joint-ven- 
ture projects. proposed long ago would 
now receive ,the. attention of the two 
governments. hy 

The statement added that regional and 
international, issues. of mutual interest 
were also discussedyRao delivered a letter 
from Mrs Gandhi.to Ershad which ap- 
peared to have created a friendly atmo- 
sphere during the talks, a significant step in 
Indo-Bangladeshi cooperation which the 
Saudis have been emphasising in the inter- 
ests of eventual cooperation between the 
Gulf and the Subcontinent. 
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No other voice could describe a Rolex 
so beautifully. 


Kin Te-Kanawa gave her 
first public singing perform- 
ance at the age of fifteen to a 
local ladies committee in 
Auckland, New Zealand. 

Impressed they may have 
been, but none of those ladies 
could have realised they were 
listening to a girl destined 
to become one of the finest 
opera sopranos in the world. 

Her appearance fee was 
then a munificent £2.00. 

Today, after hearing her 
perform the role of Donna 
Elvira from “Don Giovanni” 
in Paris, or The Countess 
from “Le Nozze di Figaro” at 
Covent Garden, many critics 
have been moved to describe 
her voice as priceless. fi 

New York, London, Paris, Milan — wherever 
this truly international star performs, audiences 
respond with standing ovations. Anda film of Don 
Giovanni starring Kin as Elvira directed by 
Joseph Losey is another huge success. 

"Lowe a lot to my basic technique,” she says. 
“My early training and the way in which my voice 
has developed means I can usually sing my way 


®entre for South-East Asian Studies; 
UNIVERSITY OF CALCUTTA. 
CALCUTTAs700 O73, 


The Rolex Lady-Datejust Chronometer. Available in 18ct. gold with matching bracelet. 
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through colds and sore throats 
without any problems ... in 
fact anything short of laryn- 
gitis and tonsillitis combined! 
And, ofcourse, consistency of 
performance is extremely 
important. 

“That can make or break 
your reputation." 

Given her opinions, it is 
therefore very gratifying to 
note Kin Te Kanawas choice 
of wristwatch. 

A gold Rolex Oyster Lady- 
Datejust. “Simply marvel- 
lous,” she says. 

“In all the years I’ve had 
the watch its never gone off 
key andit$ never beenill. And 
I know how hardit is to always 
be 100 per cent. 

“Every day, wherever lam, I spendatleast an 
hour singing part ofa rôle just to keep my voice at 
its best. So I can really appreciate the time, skill 
and effort that goes into something so beautiful 
and so precise as this watch.” 

Kir Te Kanawa andher Rolex Lady-Datejust. 

No other voice could have put it W 


quite so beautifully. 
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INHONG KONG, THESHANGRI-LA IN SEOUL, THE WESTIN CHOSUN 

is Asia 5 new premier hotel. has always been the first choice of business 
Located in the heart of Kowloon’s shopping travellers. It’s no mystery why. 

and business district, this magnificent new The great location, largest guest rooms in 

Westin hotel is the perfect headquarters for your the city, extraordinary dining, business office 

next visit to Hong Kong. and communications facilities, and 28 airline 
You will find spacious rooms, superb dining, offices simply cannot be matched. 





And with a $12 million restoration, The 
Westin Chosun is once again Seoul 
newest hotel, as well as its first choice. 


Health Club with pool, and fine meeting 
facilities. All this plus the kind of service 
that business travellers appreciate. 


WESTIN HOTELS 


Asia 





FOR RESERVATIONS CALL HONG KONG 721-2111 (TELEX 36718); LONDON (01) 408-0636 (TELEX 22144); 
2224507); U.S. 800-228-3000; 


CLASS, WORLDWIDE. 








IN SINGAPORE, THE SHANGRI-LA IN MANILA, PHILIPPINE PLAZA 

legend lives on in one of the world’s great hotels. is Westin Hotels’ gleaming landmark on historic 
Setting standards of elegance and service Manila Bay. 

for Westin Hotels around the world, the You'll enjoy the acres of tropical parkland, 

Shangri-La has magnificent restaurants, championship tennis courts, and one of the 

spacious rooms, year-round pool, tennis and world’s largest swimming pools. 

squash — all situated in a luxuriant tropical Music is everywhere. Guest rooms are large, 

garden. bright, and airy; the service superb. And it is a 
Share the legend of Shangri-La in short stroll from museums, galleries, and the 

Singapore. You’ll never forget it. Philippine International Convention Center. 
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Westin Hotels/Partners in travel with United Airlines. 


MANILA 832-0701 (TELEX 40443); SINGAPORE 737-3644 (TELEX RS 21-505); TOKYO (03) 213-1671 (TELEX 
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On Broadway they say there’s no business like 
show business. But that’s not quite true. Noth- 
ing beats sports. Some 40 million people 
watch professional football on television. Not 
to mention the 200 million around the world 
who watch the Olympic Games. 


In every big city there is a stadium. You might 
even say Dynapac Stadium, since quite a lot of 
them are constructed of reinforced concrete. 
And reinforced concrete often means Dynapac 
vibration. 


For almost half a century Dynapac has devel- 
oped the vibratory technique in concrete com- 
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paction. Today no one offers a broader range 
of concrete floor equipment and poker vibra- 
tors. No matter whether you use high or low 
speed pokers, flexible-shaft, pneumatic or 
motor-in-head models. We have them all. 


If you are looking for high quality concrete 
equipment or experienced technicians who are 
able to advise you in complicated matters, ask 
for Dynapac. After all, we are professionals. 
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Head office: Dynapac Maskin AB, 
P.O. Box 1103, S-17122 Solna, Sweden 








Gentle persuasion works better with the peasants than force 


Softly-softly socialism 


By Nayan Chanda 


L2 is a school for patience and, as foreigners quickly dis- 
cover, the pace of life is unhurried and ambitions are limited. 
This lifestyle is epitomised by the country's national dance, the 
lamvong, which features nimble steps and a graceful swaying of 
the arms. The phrase “never mind" is not only frequently heard 
in Laos — it is almost a national philosophy. This leisurely ap- 
proach has now spilled over into politics, as was shown by the 
third congress of the ruling Lao People's Revolutionary Party 
(LPRP) late in April. This meeting was held to adopt the coun- 
try's first five-year plan (1981-85) and also order a slowing down 
of the pace in the march to socialism. The transition to socialism, 
the congress decided, would be a very long process and coercion 
should not be used to accelerate the pace of change. 

This is a marked change from the hurry-hurry approach of 
Lao revolutionary leaders in 1975 when they emerged from 
years of fighting a guerilla war; as they took over the levers of 
power in Vientiane, these men could not wait to build a new fu- 
ture. Euphoric about their long-awaited victory and inspired by 
what they had seen in the Soviet Union — vast expanses of 
mechanised farms, gigantic industrial installations, and Mos- 
cow's awesome military might — the Lao leaders, especially the 
party secretary, Premier Kaysone Phomvihane and Vice-Premi- 
er Nouhak Phoumsavan, wanted to launch their country on a 
rapid march towards socialism. 

In the first three years after the foundation of the Lao People's 
Democratic Republic on December 2, 1975, the leaders tried to 
transform the capitalist urban areas and backward countryside 
quickly by a series of administrative measures. Private trade was 
curbed, leading to a virtual closure of the market and an eco- 
nomic crisis. A movement was launched to collect agricultural 
tax, form the peasants into socialist cooperatives and lure no- 
madic mountain tribes into sedentary culture — moves that pro- 
duced a drop in agricultural production, an exodus of dis- 
gruntled peasants to Thailand and resentment and resistance 
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Young soldiers displa y posters of Marxist heroes: forward slowly 





among ethnic minority groups. Tens of thousands of Lao as well 
as minority tribespeople fled the country, unable to stand the 
shortages and the harsh face of socialism. 

The first alarm bells rang in mid-1979 when, shaken by the ex- 
tent of peasant opposition to coercive socialist measures, the gov- 
ernment called a halt to the setting up of agricultural cooper- 
atives. Admitting that peasants had become discouraged and 
unhappy, an official statement in July 1979 warned: “[This dis- 
content] will become not only an economic danger affecting pro- 
duction and the people's living conditions, but also a political 
danger. The enemy will take advantage of this to create confu- 
sion, win the support of the people and create difficulties for us." 
At the seventh plenary session of the LPRP's central committee 
that November it was decided to lift restrictions on private trade, 
revise the price structure drastically, increase wages and put the 
financial house in order by a massive devaluation of the curren- 
cy. the kip. 


he trend was reconfirmed at last month's party congress. 
Addressing the gathering the country's economic overlord, 
Nouhak, who is not only vice-premier but also finance minister, 
candidly admitted: ^In the recent period our being impatient 
and hasty at times led to disregard for the people's right to mas- 
tery, [to the] use of coercive orders and restrictive measures [all 
of] which have exerted à negative impact on economic and social 
life." In a similar vein, Kaysone pointed out in his political re- 
port to the congress that a series of transitional steps over a long 
period would be required to lead Laos' underdeveloped subsist- 
ence economy to socialism. Cautious and gradual moves to 
change the age-old attitude of the country's small farmers were 
needed. 
In his report Kaysone admitted that what he called exploiting 
elements in Laos were small in number and did not constitute a 
major obstacle — thus implicitly downplaving the need for class 
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struggle in building the economy. “The main obstacle is our 
small production permeated with the character of a natural [sub- 
sistence] economy. Therefore, the biggest problem at present is 
to encourage and provide assistance, guidance and organisation 


for the various strata of people — particularly the working pea- 


sants — to take up voluntarily the path of socialist collective pro- 
duction, thus gradually eliminating poverty and backwardness.” 
While the Lao leaders have shown awareness of local prob- 
lems caused by the introduction of agricultural cooperatives by 
force since 1979, they nevertheless appear to have also drawn 
lessons from Vietnam’s experience. In order to promote produc- 
tion, the Vietnamese Government introduced reforms liberalis- 
ing thesagricultural-cooperative system in the north and intro- 
ducing piéce-rate wages in factories. A central theme of such re- 
forms is whatis.called “harmonise three interests" — that is, pay 
» attention not, only to the interests of the state and the cooper- 
* tative sector but also to the interests of the individual worker or 

1 "peasant: ‘Taking,a leaf out of the Vietnamese book of reforms, 
A ¿Kaysone saiđithät while forming agricultural cooperatives spe- 
“cial p onn be given to the “harmonious combination 
of th rests, taking into account the psychological, politi- 
cal and social factors, particularly in ethnic tribal areas. There 
should be no coercion in whatever form." 

Along with insistence on the assent of the people and gradual- 
ism in bringing about socialism Kaysone significantly also placed 
greater emphasis on economic construction than on strengthen- 
ing security. Kaysone said that in the face of a “perfidious enemy 
[probably meaning China] who is bent on disrupting us, the 
struggle to take our country to socialism will be a most arduous, 
difficult, complex and fierce one." Hence the twin tasks of de- 
fending the country and building socialism were most important 
and interlinked. But he added: “Nevertheless, the most funda- 
mental and decisive task is to build socialism. Only when social- 
ist construction is carried out can we achieve the objectives of 
the revolution, meet the cherished aspirations of the people of 
all ethnic groups and secure firm bases to avpnard the new re- 
gime.’ 

This new line tends to take a marginally more relaxed view of 
the security situation than in the past and emphasises that the 
surest way of guaranteeing security was to meet the aspirations 
of the people. The new gradualist approach and the stress on 
taking into consideration psychological and social factors could 
result in a slowdown in the government's efforts to get Hmong, 
Yao, Lu and other hill tribes to leave their widely dispersed 
mountain abodes for settled villages, and to abandon their slash- 
and-burn agriculture. This fresh tack also means abandoning the 
former goal of setting up agricultural cooperatives rapidly across 
the country simply for the sake of creating a formal framework 
for socialism. In place of the cobwebbed rhetoric about the 
"ardent revolutionary spirit" of the peasants engaged in speedily 
setting up cooperatives, the first five-year plan adopted last 
month simply says it will try to *accomplish in the main the 
building of cooperatives in the rice-planting area . . . If condi- 
tions are not yet ripe for forming cooperatives, mutual-aid teams 
can be set up instead." 

Tacitly recognising that the rush into cooperatives without 
proper managerial ability was an error, the plan strongly empha- 
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sised the need to train sufficient cadres and economic managers 
and to provide the material and technical assistance required to 
make cooperatives attractive. The plan urged cadres to use bu- 
reaucratic measures and decrees less and the economic levers of 
higher prices and material incentives more so as to stimulate 
agricultural development. Instead of the habitual communist 
practice of blaming failure on the bad implementation of policy 
rather than on the policy itself, Kaysone accepted the blame for 
unrealistic policies drafted by an overzealous leadership. “On 
the economic front," he said in his report, *we also indulged in 
subjectivism, failed to grasp economic laws and strongly pro- 
mote the people's mastery as a motive force. In disregard of eco- 
nomic efficiency, we still worked on the bureaucratic adminis- 
trative pattern [and] broadened the state financing system. This 
has resulted in a bad style of work and created the tendency to 
depend on others and led to big waste. In the field of transforma- 
tion of agriculture and commerce there still remains a bureau- 
cratic and authoritarian style of work." 

Along with a realistic approach to transforming agriculture, 
the congress also stressed the decisive role of trade in promoting 
production. Since the late 1979 liberalisation of internal and ex- 
ternal private trade (REVIEW, Mar. 7, 80) supplies of consumer 
goods in thé market have increased considerably and this has in 





‘Lao society as well as the Lao themselves are in the process of 
deep revolutionary transformations. New factors have made their 
appearance which are equally the foundations for the ever rapid 
march of the revolution on the path of socialism. The 
revolutionary forces are rapidly developing on all fronts.» 

— KAYSONE PHOMVIHANE, December 2, 1977. 





turn spurred peasants to grow more. But, in early 1981, the 
government tried again to curb private trading by stricter con- 
trols and taxes; this led to shortages and price increases. Con- 
trols over private trade have since again. been relaxed, but the 
policy adopted at the congress stressed development of the 
state-controlled trade network as the principal buyer and seller. 
It was nevertheless decided to “allow private business to trade 
with people." Nouhak also said that in developing industry, es- 
pecially the consumer-goods industry, “it is possible and advisa- 
ble to persuade private owners to put in their investment." 


poses adopted by the congress show a desire to adjust the 
socialist pattern according to the cloth — in this case the back- 
ward nature of Laos and almost indolent approach of its people. 
The tasks and main targets — outlined at the end of 1980 in a 
government decree — now appear to have been considerably 
modified and made more realistic. One original objective was to 
increase internal revenue by 170-180% by 1985; the new target is 
an 88.2% increase. The target for the increase in rice production 
has been put at 21% compared with the target of 20% fixed in 
1980 (the only upward revision decided in April) but definite 
target figures for subsidiary-crop production, which had been 
spelt out in the previous outline, have not been laid down. The 
target for the increase in the volume of passenger transport — 
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originally put at 55.4% over the five years — has now been put at 
44%, 

Another important objective fixed by the 1980 decree was 
achieving a trade balance during the first five-year plan — a goal 
that has now been abandoned. Nouhak announced that by 1985 
Lao exports will have increased 3.4 times in value terms over 
1980 — based on an International Monetary Fund (IMF) estimate 
of Lao exports in 1980 the exports would be worth US$103.7 mil- 
lion — and the value of imports is set to increase three times over 
that of 1980 (which would make them worth US$327.9 million on 
the basis of IMF estimates). Nouhak said, however, that *imbalan- 
ces will still remain during this five-year plan and the task of the 
whole country is to focus on ever-greater investments in produc- 
ing export goods and to regard this as an urgent task of strategic 
importance." 

Although some grandiose projects, such as eventually laying a 
railway line between Laos and Vietnam, were mentioned the 
plan generally put up rather limited objectives. “With the expe- 
rience drawn from the low efficiency of investments over the 
past years," Nouhak said, “all the branches at various levels 
which engage in projects already endorsed by the state must fo- 
cus their effort on completing key projects . . .” Foreign officials 
familiar with the details of the Lao plan said that the authorities 
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«To advance to socialism from a small farmers’ natural economy 
of self-sufficiency and self-support is a very new path almost 
without any precedent in the world. It must go through various 
intermediary steps of transition, and must be a long one full of 
difficulties and hardships.* 
— KAYSONE PHOMVIHANE, April 27, 1982. 
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have decided to concentrate efforts on a small number of pro- 
jects which are either vital or likely to generate quick returns. 
The four key projects are: upgrading the north-south road, 
Highway 13, and Highway 9 linking Laos to Vietnam; construc- 
tion of an oil pipeline between the Vietnamese port of Danang 
and Laos; a Soviet-aided cement plant north of Vientiane and 
the setting up of a state transport company. 

However, this limiting of the number of construction projects 
does not necessarily mean that those which are to go ahead will 
be completed. Foreign observers in Vientiane pointed out that, 
despite the high priority accorded to the upgrading of Highway 9 
since 1975 and the work by Vietnamese Army engineers on the 
road, only a small part of it had so far been asphalted. Shortages 
of construction materials, equipment and fuel has slowed down 
the work but it has also been seriously hampered by intermittent 
attack and harassment by rebels in central Laos. 

The death of a Danish employee of the World Bank last year 
in an ambush on Highway 13 led to suspension of the World 
Bank loan for improvement of the road. There are also-other 
problems. Assistance from socialist states with the building of 
five major bridges on Highway 9 has been on the drawing board 
for a long time. But so far only a Bulgarian-aided bridge (esti- 
mated cost US$4 million) has been completed. An agreement 
has been signed for the construction of two bridges by Czechos- 


FAR EASTERN ECONOMIC REVIEW e MAY 28, 1982 


Kaysone speaks; party rally to mark the congress: the gentle road to socialism. 





lovakia, but Hungary and Poland have yet to sign agreements 
covering the other two bridges. | 

There are also indications that construction of the cement 
plant (which is to have an annual capacity of 200,000 tons) at 
Vang Vieng may not get under way during the period covered by 
the plan. A senior Soviet diplomat in Vientiane has told a West- 
ern colleague that in view of the difficulties of transporting 
heavy machinery and other infrastructure problems, work on 
the project may not begin before 1985. Another reason which 
the diplomat did not mention, but which is certainly important, 
is that the project'ssite is in an area where insurgents remain ac- 
tive. 

Bad communications mean trouble on the food front. One of 
the reasons why surplus rice from the south cannot be used to 
feed people in the rice-deficit areas of the north is the poor con- 
dition of the roads — especially Highway 13. Achieving national 
self-sufficiency in food production will be difficult given the se- 
rious transport problems. However, Laos has made considera- 
ble progress in the past few years in food production. As Nouhak 
proudly noted, rice output has increased from 700,000 tons in 
1976 to nearly 1.2 million tons in 1981 — when, for the first time, 
Laos did not need to import rice. During the plan period rice 
production is expected to increase by a further 21%. 

Success will depend to a large extent on the weather. But the 
farmers' own efforts are also important. Thanks to a Swedish 
Government cash grant of US$10 million, the government will be 
able to import essential consumer goods and, with these on the 
market, farmers may be willing to increase output so as to be 
able to acquire them. Past experience has shown that higher pur- 
chase prices for agricultural produce alone are not sufficient to 
promote productivity if the money cannot buy the goods the 
peasants seek. | 

As result of a revised price system agreed under pressure from 
the World Bank, Thailand has — since last October — been pay- 
ing three times more for electric power provided by Laos from 
the Nam Ngum power station. Vientiane also has a sizable stock- 
pile of timber which could be used to boost exports in the coming 
years and finance more imports of consumer items and raw 
materials for its light industry. These imports will in turn mean 
more goods for peasants to buy and thus should stimulate agricul- 
tural production further. Laos has already obtained about US$100 
million from various international organisations, including the 
Asian Development Bank, for irrigation projects during the pe- 
riod.1978-83 and the World Bank is considering further loans for 
irrigation projects and forestry: The World Bank has also agreed 
to provide a US$15 million loan to Laos to boost generating ca- 
pacity at Nam Ngum. Opec is to provide another US$4 million 
for the Nam Ngum facility. 

The Lao Government's ability. to obtain considerable 
amounts of non-communist aid (despite bureaucratic delays, in- 
efficiency in Vientiane and Lao suspicions of the motives of capi- 
talist partners) and its willingness to listen to the advice from the 
IMF and the World Bank when drafting many of its economic 
policies testify to the leadership's realism and maturity. The Lao 
communists, to be sure, have not gone soft, but there is a clear 
realisation that socialism has to be ushered in gently, gently —in 
a Lao way. 
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* — Lao- People's 
-~ . (LPRP) central committee meeting in 


diysen across Thailand. 
t was during the eighth Jien of the 
Revolutionary Party 


May 1981 that the party clearly formulat- 
ed the nature of its relations with Moscow 


. and Hanoi. The same line was repeated by 


Kaysone at the party congress when he 


. said: "In foreign policy, we advocate rely- 
_ ing decidedly on the Soviet Union and the 
. other fraternal socialist countries [and] 
. strengthening the special militant alliance 


of our people with the Vietnamese and 
Cambodian peoples..." While Laos 
would try to consolidate its militant al- 
liance with Hanoi and Phnom Penh it 
would strengthen and consolidate multi- 


_ faceted cooperation with Moscow. 





.. VIETNAM 


. Combat fatigue sets in 


.. Forty years of political and military struggle take their toll and 
. China may profit from the Vietnamese party’s relaxed sl keds 


‘3 B By Paul Quinn-Judge 
Tas Bangkok: The Chinese threat is once’ 
|. again being raised in the Vietnamese 


t; ; . media. Publications directed at political 


= cadres allege that Peking has stepped up 


b . its "political, economic and cultural sabo- 
. — tage,” aimed this time not only at border 





.. minorities, but at two key sectors of Viet- 


J . pamese society: the Vietnamese Commu- 


.. mist Party itself and the young. 


Hanoi's claims do not mean that a Chi- 


= nese invasion is imminent, but they do 
—  . serve to indicate the Vietnamese leader- 


a “ts ship’s own feeling of vulnerability at the ` 


moment. The feeling seems largely due to 


. dissensions within the party caused by the 


failures of the past five years. Another fac- 


ea _ tor, however, seems to be the combat fa- 
= tigue which the party leadership feels has 
= Spread in the party's ranks. After 40 years 
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= of political and military struggles, the par- 
-. ty is showing an inclination to relax; disci- 
= pline and organisation have suffered ac-. 


cordingly. 
In the leaders’ view both develop- 


. ments pose a serious threat to the all- 


important principle of party unity: a dis- 
united party, they fear, will provide a fer- 


. tile ground for Chinese subversion. More - 
. than 50 years of alliance between Vietna- 


mese and Chinese communists have, after 
all, left their mark. In the late 1920s a 


number of young Vietnamese, later to be- 


come leaders of the Vietnamese party, 
joined the Chinese party. 

Two of them, Le Hong Son and Le 
Hong Phong, were caught up in the Kuo- 
mintang purge of Chinese communists 


. and barely escaped with their lives. When 


the Vietnamese party was formed, those 
with Chinese party membership gave it 


. up, but the relationship remained close. 


Phong and Son were killed by the French, 
but years of cooperation with many other 
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with Vietnam within the' framework of 
strategic reliance on Moscow for material 
support. Soviet diplomats eschew the 
term special relationship used by Vietnam 
to describe its relations with Laos and 
Cambodia and say that the term cannot be 
found in a Marxist lexicon. A senior Lao 
Official acknowledged in an unattributable 
interview with this correspondent that the 
Soviets do have reservations about the 
term, but said Marxism is not a dogma but 
an evolving guide to action. “A special re- 


lationship with Vietnam" he said, “is dic- - 


tated by geography and history." 

He implied that in view of the Vietna- 
mese party's past help to Laos in the war 
against the United States and its proximity 
a special relationship with Vietnam — 


Vietnamese communists have left Peking 
| with an intimate knowledge of the Vietna- 


mese party's strengths and weaknesses. 
By stressing the Chinese danger, the 
leadership obviously hopes to re-instill 
some sense of urgency in party work, res- 
tore some much-needed solidarity and get 
political adrenalin flowing again. “There 
must be absolutely no factions in the par- 
ty,” declared Le Duc Tho, a key party se- 
cretariat member, in his report to the fifth 


party congress in March. “Divisions and. 


factions should be considered the gravest 
of crimes towards both party and people," 
he added. 

But as Tho makes clear there are both 
strong differences of opinion and factions 
in the Vietnamese party today. The letter 
by Hanoi propagandist Nguyen Khac 
Vien criticising leaders for inefficiency 
(REVIEW, Feb. 26) would not appear to 
have been an isolated act of protest. It is 
apparent from Tho's report that, despite 
two postponements of the congress, a live- 
ly debate was still going on when it was 
convened. According to Tho the differen- 
ces include not only implementation of the 
line laid down by the fourth party congress 
in 1976 — which would be more or less 
within the bounds of acceptable diver- 
gence — but “the evaluation of the current 
Situation” and “the reasons for the fail- 
ures” of the past five years. 


hile it was putting on a show of unity 

at the congress, the party leadership 
was preparing special measures to over- 
come these differences. The politburo and 
party secretariat would soon organise dis- 
cussions “to sum up thoroughly all the 
issues on which there needs to be a high 
degree of unanimity," Tho told the con- 


gress. The discussions would offer the par- 


"bd. aba 


Lao difficulties in maintaining good rela- 
tions with a powerful but distant friend 
(the Soviet Union) and a less powerful but 
bigger neighbour (Vietnam), he said: "A 
small country like ours is a small fish. We 
have to know how to swim among the big 
fish." The fate of Cambodia's Pen Sovan 
who fell out with the Vietnamese and lost 
his party leadership post as a result seems 
to have been a salutary lesson for Laos 
(REVIEW, Dec. 11, '81). 


aos' concern to keep both its major com- 
munist backers happy was evident in 
the skilful distribution of praise for Hanoi 
and Moscow at the party congress late last 
month. Unlike-Sovan, who downplayed 
Vietnamese assistance to praise the Soviet 


Tho: clamp on factions. 





ticipants a chance to express their opi- 
nions frankly, he said, without giving any 
indication of who would take part. 

Although domestic policies are the 
main source of disagreement, Tho, like 
Vien, also criticised party members who 
display what he called a narrow nationalist 
attitude towards the Soviet Union. Tho 
also berated those he labelled opportu- 
nists, who, he said, "are taking advantage 
of a time when our party is facing difficul- 
ties to achieve their own ends." He did not 
say who these opportunists were, but 
claimed that they were blackening the 
names of some leaders and praising others 
"so as to cause splits and factions" in the 
party. 

Other opportunists among the 86,000 
party members expelled since 1976 were 
still trying to sow dissent within the party, 
according to Tho, by distorting its foreign 
and domestic policies. Despite these dra- 
matic claims, one of the main problems 
facing the party seems to be sheer apathy. 
The leadership seems to have difficulty in 
persuading the party to take seriously 
even a key issue like China. 

Tho warned about a grave lack of vig- 
ilance towards China, remarking that the 
party rank and file had been slow to un- 
derstand the eae ue nature" of Chi- 





Union at the Cambodian party congress - 


(REVIEW, June 5, '81), Prince Souphanou- 
vong recalled in his inaugural speech the 
contributions of late Vietnamese presi- 
dent Ho Chi Minh — the “organiser and 
teacher of the Indochinese Communist 
Party which is the originator of our 
LPRP.” 

He also paid homage to the Vietnamese 
soldiers and cadres who had died fighting 
in Laos. In his speech Kaysone pointed 
out that Vietnamese have sacrificed their 
lives for Laos not only during the war, but 
also “in the noble internationalist duty in 
defence” of Laos — meaning fighting in- 
surgents. An estimated 40,000 Vietna- 
mese soldiers are believed to be stationed 
in Laos to help Vientiane maintain inter- 
nal security. 


Kaysone, who travelled to Moscow to 


GRRE, URNA CIL RS RE TS VETUS: EE an 


nese ideology, and cadres had been slow 
to explain it. Part of the problem here may 
lie in the decades of political education 
which stressed friendship with Peking: 
much of it is, however, probably due to 
the attitude of letting things go, as Tho 
calls it, which has permeated the party. 

Problems that have long bedevilled the 
party, such as mandarinism — abusive, 
unresponsive and inefficient bureaucracy 
— are on the rise. Corruption has also 
spread, both through and up the party 
structure. Tho noted that recent culprits 
included senior and middle-level cadres 
with records of party service going back to 
before the August 1945 revolution against 
the French. 

Most prevalent, though, is an overall re- 
laxation of discipline — some party offi- 
cials implement only the parts of politburo 
resolutions and secretariat directives that 
they like, others display what is labelled a 
guerilla outlook, characterised by region- 
alism and a lack of socialist cooperation, 
or simply concentrate on their own per- 
sonal affairs. When the party leadership 
has tried to correct this state of affairs its 
efforts have been frustrated by the very 
laxness it is trying to eradicate. Tho said 
that efforts must continue to root.out the 
lax as well as corrupt cadres. 

Many of the problems the party is most 
worried about are especially acute in 
southern Vietnam. Corruption, spawned 
by the still-lively private economy, has led 
to growing. disillusionment | among 
younger cadres. Speaking to a visitor to 
Ho Chi Minh City recently, one cadre 
drew a bitter analogy between some pres- 
ent-day officials and. former southern 
president Nguyen Van Thieu’s outstand- 
ingly venal trade union chief Tran Quoc 
Buu. “Some comrades here,” he re- 
marked, “are trying hard to emulate 
Buu.” 

The main target of Chinese subversion, 
according to the theoretical journal Tap 
Chi Cong San, is the young. “Wayward 
young people,” the journal said, “are be- 
ing drawn into secret counter-revolution- 
ary organisations of the traitor Hoang Van 
Hoan [who defected to China in July 
1979]." Perhaps more surprisingly, the ar- 
ticle also alleged that the Chinese are try- 
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award Soviet President Leonid Brezhnev 
the highest Lao decoration (a similar 
award was earlier given to Vietnamese 
party secretary-general Le Duan by Vice- 
Premier Nouhak Phoumsavan), thanked 
the Soviet Union for its "strong support 
and great and effective assistance imbued 
with proletarian internationalism to our 
revolution." He said that the strengthen- 
ing of solidarity and all-sided cooperation 
with Moscow is "our party's and state's 
long-term unswerving policy, a matter of 
principle, determining the success of our 


| national defence and socialist construc- 


tion." He did not use a similar formula in 
assuring the long-term nature of relations 
with Vietnam. 

However, in line with Vietnam's low- 
key posture on the Soviet offer to improve 
ties with China, Kaysone avoided direct 


reference to Brezhnev's olive-branch 
speech in Tashkent (REVIEW, Apr. 2) and 
praised in general terms “very important 
and practical peace initiatives advanced 
by Comrade Leonid Brezhnev at the [So- 
viet party congress] and on other occa- 
sions...” 

Like Duan, Kaysone avoided any acri- 
monious attacks on the US and made no 
mention of the US military presence in 
Southeast Asia and its reported use of. a 
Thai military base. He said: “Ifthe United 
States really wants to improve its relations 
with Laos as it had said, it should prove its 
goodwill with concrete deeds, by ending 
its slanderous propaganda campaigns and 
other moves against Laos. The peace-lov- 
ing Lao people are always eager to have 
friendly ties with the American people." 

— NAYAN CHANDA 
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u ER attachment to a. West: | By Sheilah Ocampo | 

di Manila: The Moro National. Liberation. 
-Front (MNLF), which has spearheaded |. 
the armed conflict in the southern Philip- |. 


pines since 1972, has changed tactics and. 





I Man 86% ‘of new “party Pm c | 
1976 came from the party youth. this 
give arather misleading im- 
eorganisation's vitality. Tho 
his report that 59% of re- 
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ternational support as an independent | 
Muslim state. It has already reportedly 
opened official missions in the name of the 
Bangsa Moro Republik in Libyaand Syria 
in a move seen by analysts as a preparation 
-for the forthcoming Organisation of the 
Islamic Conference (OIC) foreign minis- 
| ters’ meeting in Niger on August 22, when 
/ | the MNLF will send delegates as a full-. 
t | fledged member rather than as a mere. ob- 

server as in the past (REVIE! $ Je z 
- "fhe change of course for the Muslim re- 
bellion, which is estimated to have cost 
"more than 60, 000 lives | over "the pair des 

mber | 
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month Visited Indonesia; Malaysia fond. 
“some Middle East countries to enlist sup- 











nomy for thé southern Muslim region. In-. 
| donesia, which is sympathetic to the. Phi- 
lippine position, restated its view, that the- 
_ problem should be settled accordin gto the. 
| - | 1976. agreement between the Philippines - 

| | and.the MNLF signed in Tripoli under Li- 
. byan and OIC auspices, proposing mean- 


| ingful autonomy for. the Muslims an the, 
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because of the Philippines' long. standi g 
pi claim to Sabah. 

The Tripoli agreement was followed by 
a tenuous ceasefire, which türned out to 
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lea er h Tan Mami is studying in- | 

scow, for example, while Le Cong’ 
, the former party youth leader for - 
‘south, is rarely heard of. É 
"The Hanoi leadership may be keeping 
` cadres such as these in reserve for greater 
“things, but socialist sources close to Hanoi 
nother explanation: a directive 
ple after the ene of Biss war, 











mid-1977. Sporadic peace negotiations: 
continued despite the renewed: conflict, 






an OIC initiative for Manila-MNLE talks - 
in Jakarta fell through and the two sides 





"hand Marcos ruled out any further foreign - 
| mediation and Misuari, convinced ‘that the 
n MNLF could not secure autonomi 
d. through negotiations with h Marcos, r reve 









1 EE negotiations fail, the MNLF starts a diplo 
offensive while Manila tries to discredit its leaders | 


switched to diplomacy i in its bid to gainin- 
te split them, offering Mi 
bait of office in two: 
gions set up by the government in the 
| south. Last year, forme 
Aquino, Marcos' political arch-rival who 
lives in exile in the United States, brought 
about a rapprochement between Misuari 
:and Raschid Lucman, the leader of a Mus- 
Aim faction which had organised a move- 
ment called the Bangsa Moro Liberation: 
























| die for the Philippine position on auto- 
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be “short-lived as hostilities resumed im 
but these finally evaporated in 1980 when - | 


hardened their positions. President. Ferdi- ` 





m atic - 


ed to an all-out struggle for an independ 
_ent state. 
Since then the various ; MNLF factions 
have been trying to forge unity while the 
“Marcas government has been attempting 
isuart’s rivals the 
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Organisation. More significantly there has. 


_also been à recent reconciliation between 
 Misuari. and Hashim. Amani, who heads 
| another MI 1 F faction. l 











uslim sources. said that the Espaldon 
«mission tried to. persuade Salamat, 





i Ts "bi is also based in the Middle East, to re- 
: turn to the la ry | and head the regional 


et je semi-autonomous 
regions nine. and 12, which cover provinces 





_ina large area of western and central Min- 
| danao and Sulu. The government. might. 


have thoi E ht that it would be easier to lure 


LUN jue spovargirient: ‘has tried to 
discredit Misuari by circulating reports 


-that he has been misusing MNLF funds. 


But despite Manila’s attempts to woo oth- 


> er factions of the MNLF, Misuari has con- 
. tinued. to enjoy the support. 
|- governments in the Middle East. For in- 
. stance, Libya reportedly. continues to give 
Misuari financial backing — to: thetune of - 
. US$2. 5 million a year; by some estimates. 
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e MY colleagues, deputy editor Philip 
Bowring and Hongkong correspondent 
Mary Lee, writing last week about 
Hongkong Governor Sir Edward 
Youde, quoted an unnamed Briton as 
saying of Youde: *He's a mandarin and, 
more important, Welsh." The Welsh- 
ness is a distinction, they thought, which 
would not mean much to the average 
Cantonese. Nor, I would suspect, to the 
majority of our readers — for many of 
whom Britain is synonymous with Eng- 
land and the Welsh a mere unauto- 
nomous hill tribe. 

One of the best descriptions of Welsh- 
ness (warts and all) comes in a piece of 
light verse by Rolfe Humphries, an Aus- 
tralian, I believe, of Welsh descent. It 
may provide a few clues as to the style of 
Hongkong's new governor. It is entitled: 
For My Ancestors. 


€ Wales, which I have neverseen, — 

Is gloomy, mountainous, and green. 

And, as I judge from reading Borrow, 

The people there rejoice in sorrow — 

Dissenters, most of them, and cranks, 

Surly and churlish, grudging thanks; 

Suspicious, dour, morose, perplexed, 

And just a little over-sexed. 

Mostly, however, they go in 

More for remorsefulness than sin, 

The latter being prior to 

The real delight of feeling blue. 

Fellows named Morgan, Evans, Jones 

And men with names in -ies, 

Like mine, lurk in the wilderness 

~ With conscience rising on their 
shoulders 

Heavier than their native boulders. 

The weather veers from dim to foul, 

The letter W's a vowel, | 

They dig in mines, they care for sheep — 

Some kinds of promises they keep. 

They can remember warriors found 

Dead in green armour on green ground, 

They practise magic out of season, 

They hate the English, with good 
reason, : 

Nor do they trust the Irish more, 

And find the Scots an utter bore. 

However grim their life, and hard, 

One thing they dearly love — a bard. 

Even the meanest hand at lays 

Is plied with ale, and crowned with 
bays, 

And set with honour in their books 

Above the liars, thieves and crooks. 

This is the one redeeming grace 

That saves them for the human race; 

This is their claim to virtue. Therefore 

Though there is much I do not care for 

In my inheritance, I own | 

This merit in my blood and bone, 

And so I bend a reverent knee, 

O Cymric ancestor, to thee. 

Wild Wales forever! Foul or fair — 

This tribute from a grateful heir.* 


He makes them sound like Kelpers 
from the Falkland Islands. And I wonder 
if journalists qualify as *bards"? 
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e I SEE Australia is advertising in the 
pages of the REVIEW and elsewhere for 
people of “flair and proven enterprise" 
to qualify for permanent residence un- 
der its *non-discriminatory immigration 
policy." It all sounds very nice, but I must 
confess to having played some role in 
causing just one such person of “flair and 
enterprise" to lose his Australian resi- 
dent status — none other than Bowring. 
He actually migrated to Australia back 
in the days before flair and enterprise 
were needed. Finding himself made re- 


dundant by courtesy of another person. 


of flair and enterprise, Australian press 
baron Rupert “Dirty Digger" Murdoch, 
he started contributing to the REVIEW. 
This particular piece of initiative led 
eventually to my offering Bowring a job 
as the REVIEW's business editor. So he 


. came to Hongkong, leaving behind a 


house in Sydney which he regarded as his 
permanent residence. However, while in 
Hongkong the former Labor govern- 
ment in Australia changed the immigra- 
tion laws. Next time he tried to return 
“home” he found himself regarded as a 
non-resident alien. Not to worry, though, 


he was told: Canberra was copying the | 


Brits — who were being nasty to the 
Aussies — and created the notion of 
“patriality,” under which a person with a 


parent or grandparent born in the coun- 


try qualified for residence almost auto- 
matically. Fine, thought Bowring. He 
had a maternal grandmother born at 
Adelong, which is in New South Wales 
between Wagga and Gundagai, in 1876. 
Can’t get more dinkum Aussie than that! 
But now they’ve abolished patriality too. 
So flair and enterprise have left the dep- 
uty editor with a permanent residence in 
Sydney, but with no more right to per- 
manent residence than anyone else who 
sees that ad and reads: “The best way to 
get your share of the Australian market 
is to become part of it.” 

Having now safely paid off his mort- 
gage, Bowring is wondering aloud when 


the Australian authorities are going to |  - 
prosecute his bank in Australia for not | 


having withdrawn the loan it kindly 
made to him (as a bona fide migrant) to 
help him buy his permanent residence. 
Non-resident aliens are not allowed to 
borrow in Australian currency. 





e MORE material from Hyderabad. 


reader T. S. Wong spotted this notice, 


First, reader Shlomo Angel, ofthe Asian | which simply defies any explanation in 
Institute of Technology, provides two | modern Malaysia: 


notices from the city's Birla temple. 





There is a rational explanation: coco- 

nuts are the most common form of offer- 
ing at the temple — which provides a 
special place where they can be deposit- 
ed. 
e NEELA d'SOUZA, who has a keen 
eye for graffiti in the same city, recently 
spotted a signboard, which had promot- 
ed the use of insecticides and was being 
re-papered with a poster featuring a fam- 
ily planning campaign. While the men 
took a short rest, the sign read: *For pro- 
tection against household pests . . . keep 
distance between children." 

Another sign, outside a restaurant in 
Hyderabad, reads: “Own your cycle, 
kept your risk." Translated, this means 
"Cycles kept at owner's risk." t 

€ WHICH leads us to Penang, where 





@ PROGRESS report on the gastro- 
nomic scene in Peking. The new Ameri- 


can-built, Swiss-managed Jianguo Hotel — 


is now a rendezvous for superb Sunday 
buffet lunches. But at Rmb 22 
(US$12.30) per head without drinks, it’s 
an expensive luxury by Peking stand- 
ards. Local residents fear that all the hot- 
els will raise their food prices now that 
the Jianguo has shown the way. 

The Jianguo already has stiff competi- 
tion. Beijing Air Catering, a joint ven- 
ture with Dairy Farm of Hongkong, has 
opened a plush new restaurant in the In- 
ternational Club, with Cantonese head 
waiters and extremely comely local 
trainee waitresses in nicely tailored uni- 
forms. The food is close to the best 
Hongkong standards, though the menu 
at present is small. The temptation to tip 
the scruffy, unshaven plain-clothes po- 
liceman at the entrance is almost irresist- 
ible. 

e THE customs form travellers to In- 

donesia have to fill in reads: *Attention. 

Prohibited from entry: Weapons, nar- 

cotics, phornography (without special li- 

cence)." So, it appears that one can im- 

port phornography (sic) into Indonesia. 
— if one has a licence. 
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E - By Colin Jamies 
_ Wellington: A round of conferences has 
= left tensions within both the ruling Nation- 
. al and opposition Labour parties in New 
om Zealand. Labour faces difficulty over its 
Pi _ parliamentary leadership and National a 
_ divisive contest for the presidency which 
— will not be resolved until the party's full 
E national conference in August. 
— — .Bill Rowling, Labour leader since 1974, 
A faced several rebukes by implication at his 
E . party's conference from May 10-13. Prin- 
. cipal among them was a rejection of any 
... move to end or radically modify a system 
— of affiliation of unions to the party that 
ne .. dates back in essence to the formation of 
— the party, mainly at union instigation, in 
. 1916. 

In February, Rowling startled his party 
cGy asking whether the affiliation system 
— had outlived its usefulness, since only 15% 
3 of all unions were affiliated (though these 
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4n 


. passing 40% of the country’s union 
$ members) and formal union campaigning 
- en behalf of the party in elections was low. 
TU He also objected to the harm to Labour's 
I image caused by union militancy and 
En communist influence within the 
NUR. 
In this he found himself not only at odds 
^g Pair affiliated unions, but with his own 
= party president, Jim Anderton, who sided 
E strongly with the unions. At a series of re- 
= gional conferences in February and 
... March, a compromise was hammered out 
= — to set up a working party. In its report 
= to the full conference, the working party 
EV . made some minor specific recommenda- 
—- tions for improvement of the relationship 
E- but it broadly endorsed the existing sys- 
Hou) tem. 
Ny D - The conference also rejected Rowling's 
NS slight shift during the past three years to- 
- .. wards a market economy. Most notably 
x So during a debate hostile in tone towards the 
— impending free-trade treaty with Austra- 
lia the rank-and-file delegates, again ex- 


d 


d : E puc supported by Anderton, implicitly 
criticised Rowling’s broad endorsement of 
the treaty and the opening-up of the econ- 


i 43 omy which it would represent. 


* .. — The conference also hardened its oppo- 


sition to any military alliance with the 
. United States by passing a resolution call- 
ing for withdrawal from all.alliances with 
E = nuclear powers — thus reaffirming in 


withdrawal from the Australia, New Zea- 


—— land and US (Anzus) defence treaty. 
pee" e Rowling has consistently argued for re- 
— form of Anzus from within. 

"a He did not argue the case before the 
.—. Conference, however. And his deputy 


Es “ladder, David Lange, who did, appeared 
| to move slightly towards the conference 
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Strains start to i a 


| . New Zealand's two major parties are racked with tension over 
| . such issues as leadership, the unions, Anzus and the economy . 


were generally the bigger unions, encom- 


. broader terms earlier conference calls for - 
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view. In discussion of the party's now firm 
policy for a nuclear-free zone in New Zea- 
land territorial waters, Lange said that un- 
der a Labour government there would be 
a nuclear-free zone “Anzus or not," im- 
plying either that if the US did not agree, 
New Zealand would break up Anzus, or 
that it would push ahead regardless of at- 
tempts under Anzus to stop it — either 
way suggesting strains between Welling- 
ton and Washington under a Labour gov- 
ernment. 

Lange was provoked into going as far as 
he did by a statement by the US Embassy 
that to argue for a nuclear-free zone (as 
Rowling had in his leader's rally speech 
the night before) was unsophisticated and 
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| file that the parliamentary party is disunit- 
ed and directionless and needs to be 
pulled together. Rowling has clearly failed 
to do that, as a stinging attack from the 
Right by the shadow trade and industry 
minister, Roger Douglas, on the party’s 
economic policies and wrong-headed 
leadership in the elections showed. 

There is thus renewed pressure for 
Rowling's removal. He has survived since 
the election only because no rival can mus- 
ter a majority of votes and none will move 
against him until sure of doing so. Perhaps 
the most likely rival is the ambitious 
Lange, who failed by one vote to topple 
him in December 1980. - 

The tension inside the Labour Party has 
relieved some of the pressure on the 
governing National Party, which has a ma- 
jority of only one in parliament after the 
confirmation of the Taupo seat to Nation- 
al by the Electoral Court in April. Despite 
enticements to liberal National MPs to 
cross the floor on issues such as planning 
for big-project development and a nu- 
clear-free zone, Labour has not succeeded 
in cracking the majority (though it did suc- 





Lange; Rowling: likely rivals for leais ho.. 


showed a lack of appreciation of global 
realities — and furthermore that a US 
warship due to visit Wellington would be 
welcomed by a large majority of New Zea- 
landers. That statement smacked of inter- 
vention in domestic politics, but was ac- 
cepted by Minister of Foreign. Affairs 
Warren Cooper as coming from a friendly 
power. 


nother rebuke was delivered to Row- 
ling: his conference rally, usually 
filled to overflowing as a high point of the 
conference, was poorly attended, partly 
because of a block withdrawal of union 
delegates in protest at his stance on affilia- 
tion. Few delegates on the floor believed 
he would be leader at next year's confer- 
ence and many privately argued that he 
should step aside. 
This mood is partly born of a feeling 
that he cannot project the party well 
enough in elections — Labour lost its third 


in a row last November. But the mood - 
was Ce. Speier By an impie among 
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ceed in getting a tied vote on one measure 
and was joined by two National MPs to 
permit introduction into the house of a mi- 
nor bill of its own on recording informa- 
tion about Maori natural medicines). 

But signs of strain have showed at the 
regular May round of the five regions (div- 
isions) of the party, emerging both in re- 
newed demands for closer attention to the 
party’s private-enterprise platform and in 
a tough race for the presidency, vacated 
by George Chapman, who has held the 
post for nine years, and due for decision at 
the full national conference in August. 

The principal contenders are Egan Ogi- 
er, a 58-year-old accountant turned kiwi- 
fruit farmer, and Sue Wood, a 33-year-old 
teacher. The obvious contrast makes for a 
clear choice between markedly contrast- 
ing styles. The third candidate, dairy 
farmer Pat Baker, chairman of the big 


. Auckland division, is not thought a likely 


winner by party insiders; even as a com- 
promise between Wood and Ogier. 
ec represent the established Na- 
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be Australian Government bas a Business 
Migration Program wbicb may give you tbe 
opportunity to sbare in Australia's future. Our 
non-discriminatory immigration policy allows for 
people of flair and proven enterprise to qualify 
for permanent residence. You bave to convince 
us that you can make a positive contribution 

to developing Australia's full potential by 
migrating to and living in Australia. 


As a businessman (or businesswoman ) 
you know your business best. You'll 
want to make a first-hand 
assessment of opportunities in 

| E Australia before you would 
ee consider migrating here. We 
p — can belp you make tbe contacts 
necessary to develop a firm 
proposal. Tben we'll want to 
bear wbat you bave to offer. 


You take tbe initiative and 
we'll help you all we can. 


gm 


i 


For further information, write to: 
Business Migration Adviser 1 

Department of Immigration and Ethnic Affairs 
BELCONNEN, ACT 2617, AUSTRALIA 
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st way to get your share 


is to become part of it. 








ng | The Afghan-Pakistani ondar is nx now jor: 
: and Western narcotics Sgene aas are co cerned | 


‘By John Fullerton | 
. Peshawar: Down a narrow, grim alley a | 


flight. of worn stone steps leads to the 
Khyber hotel, an indifferent establish- 


ment where the stragglers of what was 


n: Liberar abortion: Tend oi is | 


s sizable Beane) of Ro- | 


: ine PERE a | 
as ever í one a division —in 


! hee deca of “Opies | 


tion of the Welling- 


; Ogier's . former. home | 


to e on getting the wanena nom- 
nd might not pursue his candi- | 
out it, a hint he has not acted on. 


ed up the more conservative. 
ikato division and was p 


n on: Wood, giv- 
| voting base in Wel- 
id Auckland, between them ac- 


once a crowded hippie trail stretching 
| from Istanbul to Kathmandu can still be 
| found. Long-haired, middle-aged and 
glassy-eyed, the surviving members of this 
impoverished fraternity seeking cheap ha- 
shish, opium and heroin are a symptom of 
a radical change in the international nar- 
` cotics racket. - 


Hisa change which has American and 


West European drug enforcement agen- 


ig me 


drug-users in Iran during the shah's reign. 
In a good year the Golden Triangle can 
produce about 6 600 tons of opium, but i in 


akitin s s opium output 
I hough th the p had 


cies mobilised in concert with Pakistan's . A 


own Narcotics Control Board. Today the. 


poppy fields and primitive heroin labora-. di } 
-tories in the inaccessible and semi-auto- | fou 
.| nomous tribal agencies lying along Pakis- 


tan's frontier with Afghanistan have over- 
taken Turkey as the major supplier of 
roin to addicts in the West. Pakistan's 


um production now greatly exceeds that o 


the Golden Triangle of Southeast Asia. — 


The Iranian revolution. the Iran-lraq.| no 
war and the Soviet invasion of Afghanis- | t 


tan disrupted both the traditional market? 


and smuggling routes of North West | fig 
Frontier's opium producers, The 1978 -int 


farm price of opium dropped from 


 US$250 a kg. to US$40-70 the following | pi 
The current wholesale price is | fic 


yeat. 
US$60. 


During the 1970s Afghanistan rodded | 
an estimated 300 tons of opium a year, 
while Pakistan accounted for a further | 
300-500 tons. Much of this served the local | n 
market and the 800,000. addicts and gH | 


ind opium is commonplace 
^O ineme centuries in OUR | 


official in the apparatus of thé ruling Mon: = 


golian People's Revolutionary Party 
(MPRP) in 1976, when he was elected by 


the 17th MPRP congress o the 31-man | 
central mandate commission, which regu- 
lates party membership. Another member | 
of the commission at that time was the Ka- | 
zakh, Kinayatyn Dzardyhan, who is cür- 
rently one of three secretaries of the |: 
CTUC. In May 1981, at the I8th MPRP 


congress, ‘Luvsantseren was promoted to 


| candidate membership of the central com- 
| mittee. Between these two d £ 


r , counsellor at the Mongolian Em d y in| w 





yD a TOT a. FENS. 
OX TES To 


us, "our. | 


mand." 

Pakistan successfully introduced an Is- 
lamic law banning narcotics in the settled 
areas of the country, but the problem lies. 
in tribal areas where loyalty can never be 
taken for granted, particularly as the So- 
viet-backed government in Kabul is 
known to be actively cultivating tribal ele- 
ments on the Pakistani side of the frontier. 
A heavy-handed approach, brought on by 
increasing pressure from the US Congress 
in particular, could exacerbate tension, lo- 
cal officials fear. 

Although the quantity of heroin 
smuggled out of Pakistan has soared since 
1980, opium-poppy growing has shrunk by 
virtue of a drought this year and rural de- 
velopment projects financed by the US 
and the United Nations aimed at provid- 
ing farmers with alternative sources of in- 
come — possible now because of low opi- 
um prices. 

The authorities are coindet that the 
development of schools, hospitals, roads, 
electricity and the steady encroachment of 
the settled areas’ economy on tribal re- 
gions will help to turn people away from 
the narcotics industry. One official was 
quite blunt: “It’s the carrot-and-stick ap- 
proach. Once tribal people develop a tail 
— a commercial foothold in the cities — 
we can stamp on that tail if they don't play 
ball." 

The refineries and the smuggling are 
controlled by perhaps a dozen well-known 
racketeers who manage to evade the au- 
thorities because of the remoteness of the 
area and the protection provided by 
tribesmen. But Pakistan has achieved 
some notable successes in uncovering he- 
roin shipments. Security has been stepped 
up at all major exit points, with similar 
measures being taken at European ports 
and air terminals. For the elderly hippies 
of the Khyber this is all bad news, but for 
Pakistani Government and for Western 
governments it is just the beginning. 

ET IE PN STE E I AT TE PENIS TE 
noted the need for “resolute struggle 
against any kind of infringement of labour 
legislation.” He added that all towns and 
provinces now had state labour-protection 
inspectors. 

Writing in April in the Mongolian party 
and government newspaper Unen about 
the Soviet conference, Ochirbat said that 
the resolutions and Soviet President Leo- 
nid Brezhnev's speech to delegates were 
of great importance to the Mongolian 
trade unions. A *careful study of all docu- 
ments" ofthe Soviet conference would im- 
prove union work and help prepare suc- 
cessfully for the Mongolian union confer- 
ence, Ochirbat added (with hindsight, a 
highly ironical remark). 

The meeting at which Ochirbat was 
ousted was attended by Mongolian Vice- 


President Sampilyn Jalan-aajav, who is 


also a member of the MPRP politburo ànd 


secretary of the central committee, so the 
handling of the affair was supervised at the 


highest level. 
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t is curious and instructive to learn that 

penguins have been restraining Ja- 
panese cooperation with the Western 
democracies in sanctions and actions 
against Argentina over the Falklands 
grab. The Japanese, it seems, have been 
planning a massacre of the Antarctic sea- 
birds which use the Falkland Islands as 
their No. 1 roosting home. 

British Ambassador to Tokyo Sir 
Hugh Cortazzi has vainly protested to 
Japan's Prime Minister Zenko Suzuki 
and Foreign Minister Yoshio Sakurauchi 
against Japan's limping anti-Argentinian 
action. My barefoot spies in Tokyo can- 
not confirm whether the Japanese ever 
specifically cited their intentions to- 
wards the penguins in defence of their 
lack of anti-Argentinian fervour. The 
facts, however, squawk for themselves. 

There are few trading reasons why Ja- 
pan should want to protect its bland, 
pragmatic relationship with Argentina. 
Two-way trade is minimal — 0.3% of Ja- 
pan's total exports and 0.2% of total im- 
ports. Thereareonly about 15,000 Japan- 
ese settlers in Argentina — far fewer 
than the number in Brazil. 

But the Japanese — astute as always 
— had been quietly planning to move 
into the virginal Falklands penguin 
market to make handbags and other 
goods from the penguins' skins and to 
make canned protein from their flesh. 

The master-mind behind the unprece- 
dented project is reputedly Shigeo Naga- 
no, president of the Japan Chamber of 
Commerce, and, appropriately, presi- 
dent of the Japan-Argentina Friendship 
Association. 

In the background is Sunao Sonoda, 
who lost his job last year as foreign min- 
ister after only six months in office be- 
cause of verbal blunders (not necessarily 
his own) which disturbed United States- 
Japan relations, but who had close person- 
al contact with former Argentinian pres- 
ident Jorge Rafael Videla. He and his 
successor, Sakurauchi, might disagree 
on diplomatic technique but they would 


certainly agree on penguin profits. 


It is surely a great pity that the pen- 
guins don't nest in South Korea as Presi- 
dent Chun Doo Hwan seeks loans from 


Japan totalling an estimated US$10 bil- _ 


lion. His approach was re- 
jected by Sonoda (rolling 
his eyes hypocritically) 
"because of Japan's Peace 
Constitution renouncing 
war." (Seoul wants US$6 
billion as government 
loans and US$4 billion for 
"commercial facilities on 
concessional terms." But 
it insisted that part of the 
loan should be used to fi- 
nance South Korea's mil- 
itary build-up.) - 
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Penguin nesting: an 
international incident. 
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South Korean Foreign Minister Lho | 
Shin Yong argues plausibly that Seoul, i 
Tokyo and Washington must cooperate 
against “Soviet expansionism” (not he- — 
gemony) in the Far East. Japan's current - 
defence expenditure is still less than 196 
of its gross national product. “Could not | 
Japan contribute reasonably to the joint | — 
cost of defending the region while not | - 
expanding its own self-defence forces?" | — 
runs Seoul's argument. After all, the re- 
quested US$6 billion in government 
loans would cover only the current two- 
year deficit in South Korea's trade with - 
Japan. 4 

The Falklands issue coincides with the | 
gloomily looming 60th birthday of the - 
so-called Japanese Communist Party | 
(JCP), which officially unfurled the 
Marxist-Leninist flag on July 15, 1922. - 
Initially, it had about 1,000 members. 
Today, it has attracted about 500,000 
members from Japan's population of 117 — 
million, but in 1980 its strength in the - 
lower house of the Diet (511 members) | 
dipped from 41 to 29. It is now forgotten - 
that Supremo Douglas MacArthur him- 
self democratically authorised restora- 
tion of the communist party after it had 
been suppressed by Japan's Pearl Har- 
bour plotters. His Occupation advisers 
then disapproved and maybe MacAr- 
thur himself would have changes his | 
mind later. 

The political prisoners released by | 
MacArthur included Comrade Kenji 
Miyamoto, who had been imprisoned | 
for life in 1933 — for the alleged murder | us 
of a party rival — and who is today chair- F dp 
man of the JCP (age 73). M 

Just as I have always insisted that the yd 
Chinese are Chinese first and commies - E 
second, so also, in my opinion, pé 1-728 
ese comrades are Japanese first and | 
commies second. In 1964, the party told | | 
Moscow to take a running jump — influ- 
enced of course by the continuing pres- | > 
ence of the Russky “liberators” in Hokka- | a 
ido's four offshore islands — and in 1966 - 
told Peking also to take another Cnm 
jump. The Japanese comrades denounce | 
Soviet “intervention” in Afghanistan and - 
Poland as *Russian exclusivism of the | 
Tsarist days" but at the same time angri- | 
ly resent Peking S counter-denunciation | 
of the JCP as “revisionist.” 

They pretend that they 
desire abolition of the US- - 
Japan security treaty and 
they are organising a 60th 
birthday international cele- 
bration “to guide the future 
| of communism in industria- 

lised democracies.” No 
doubt American and Chi- 
 nese comrades will be there. - 
| But the Russkies? And the bo 
threatened, ‘non-aligned | — 
penguins? | 
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they meet i deal ihe cach other 
ry circumspectly.. | 

A.corollary is that if they are in one 
"- for the superpowers that is the 
— - and a battle does start, the result 
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S Soviet triahigle, That facti is 





j and 1, like all the foreign. corre- 
d ts in Peking. can ae Hae and 


w] Ma ae putting eccles small 
Nube Mw E pager n news. | 































ip- | external relations, we must continue to | on th 
¿| oppose imperialism, he gemonism and co- 
. lonialism and safeguard world peace." 


| tween China and the. Soviet Union; in that 

‘talk he stressed that the Chinese are not. 
opposed to negotiations over the two 
| countries’ border differences 
generally, are in favour of normalisation. 


te he Soviet iion and: China asav- | 
1 äge bear and a particularly. bad- tem- | 
add panda snar ling at each other: ‘ACTOSS ` 













| about Sino-Soviet relations, tend to refer 


the Chinese Communist Party central | 
| | committee- 
* | adopted then on Mao Zedong's mistakes 
| devoted only a few lines to foreign policy, 
© i but they are. meaningful. They say that | 1 
what were mere "arguments between the 
ie ae aie dE | two parties [China and the Soviet Union] 
ird-shelled crab. The | 


“a conflict between. the two nations.” 


| reader might. expect some for mula dike 


| revisionism. 


e and, though. difficult to 


| Siegmund Ginzburg, who writes for 


 l'Unita, the newspaper of the Italian | i 
er, the outcome is difficult - 


| an interview with Ginzburg that Vice- 


question of improving relations. with: byi 





against a policy of the Soviet Union, not 
- against the. country or its system. As to. 


side or the other had the absolute truth." 


mental dispute had repercussions.on Chi- | v 
| nese internal struggles "so that normal dif- | - 
| ferences among comrades inside the party | 


; | tween the two lines.” 


for internal political purposes, it does not, 


: but the order in which they are placed is of. 


ferred to hegemonism as an innate qualit 

















































Union. “Moreover, py Pi fure state- 
ments, the stress.is not. only on world 
peace as an idea b it more specifically on 


s and, more | 





. Other. Chinese sources, when asked 








3 There i is no arguing with this. Inthe late 

l 1950s, the 1960s and evens in the: E of 

“anxiety for, fast results” 

the Gang, of Fou 
called great lez 

it is probable. t 





the documents of the sixth plenum of. 








last. June. The resolution 





on matters of principle" were turned into | 


Thus, the text BO OR Me Were forcedto | 
wage a just struggle...” At this point the —- 


. against social imperialism” or ' 
Instead, however, it. says, | 
. against the big-nation chauvinism of. 
the Soviet Union." |) alte 
In other words, we struggle is merely E 





Communist Party, is the first corres- 
pondent of a European communist pub- 
lication to be based in Peking. It was in 


and Mongar, ad of course oie Koreas: 

Taiwan and Japan. On the basis of pure. 
logical reasoning, the goal. of achieving 
|| peace throughout this area can Mu Had 
Chairman Li Xiannian first raised the | taine liable protectiv 


the Soviet Union. 





: appear on the basis of historical ex- 
“perience to have a severe limitation: the. _ 
degree. of China's dependence .on. its. - 
partners, Depe ndence- on the -Sovi 
ideology, Li clarified the matter further l U LISE | 
when he said: “It cannot be said.that one 1| 








"here is: more. The sixth plenum iH | 
ment goes.on to admit that the govern- 





came. to be regarded as manifestations of |. D pm 
the revisionist line or of the. Huge be- i. ogy. But obs s in eking 

|| dur g the past year have also seem ani em- 
While it does not go as far as to hint that. | phasi 
international disputes were exaggerated T 








On à sort. of diversification of depend- 
ence. Hence, the.stress on “relying on our 
_own forces" in the production-of grain, a. 
domain in which the present dej endence. 
.onthe US is greater than was depe 
| on the Soviet Union. in id field in the 
1950s. s E 

An allegory prod, i d i by a one. e Peking. 
residi tisthati fti fit an Amer- 

3 sere that is, itis 
3 ely sophisticated 
el of develop- - 


on the other hand, rule this out. Some 
pages later, the document says: "In our. 






| These concepts are by no means new, Jr 












ome interest, especially because since 
hat time the Chinese media: have not re 





t have-talked about hegemonistic ac 
and that term has been applied: 


— Rar A 


25 OS M JOVE dC c en Pax 


"new oe e ME 


Ie gmund Ginzbur 





might be more suited to tha Chines 
environment than ultra-sophisticat- 
ed Western technology. Whatever 
the truth of this, I cannot see why a 
diversified open-door policy should 
avoid contact with the Soviet and 
East European economies. 


D; all this suggest the possibi- 
lity of China playing the Soviet 
card against the US? To my Euro- 
communist mind (the Italian Com-. 
munist Party has long supported the 
idea of Europe being neither anti- |f 
Soviet nor anti-American), it seems | 
the Chinese are avoiding direct 

links between the issue of more re- - 
laxed relations with Moscow and © 
the issue of possibly worsening rela- - 


tions with Washington. In recent | “eg 


commentaries they have time and 
again pointed out that their rela- 
tions with the Soviet Union were - 
bad during a period when they hàd none at 
all with the US. 

This could mean that they are once 
again prepared to be both anti- Soviet and 
anti-American, but it could mean the ex- 
act opposite. Not long ago, the official 
Xinhua newsagency reported Iranian 
President Ali Khamenei as saying: 
“Neither East nor West does not mean we 


| Li: stress on normalisation. 





West.” This was significant in that it 
meant Iran would try to maintain relations 
with countries of both the East and the 
West. 

However, it is highly improbable that 
relations between China and the Soviet 
Union can be improved to the point at 
which they equal the “good old days” of 
the 1950s. Ask any middle-aged Chinese 


. maximum 


will reply: "The early '50s." These | Jd 
were very hard years, but they were — 
also years of high hopes and Am + 
siasm following Liberation. They - 
were years in which there were no - 
“mistakes” to deal with. They were - 
also, coincidentally, the. years of | 
cooperation between - b. 
Peking and Moscow. GO 
But a lot has changed since then. k 
For instance, it is hardly imaginable á 


.. that, even if there were a deep rift — y 


between China and the US, the rest We 
of the world would isolate the Peo- — $ 
ple's Republic as it did in 1949. On — 
the internal level, also, too many 
things went wrong in following the — d 
Soviet model too closely to allow e 
that to happen again. S 
In the global game of cards, it is | A. 
important to establish whether we E 
are playing poker or bridge — a 
game in which. Vice-Chairman — 


Deng Xiaoping reportedly excels, Bridge A 


is not a matter of changing cards but of ob- 
taining the best results with the cards you 


have. The ace and the king are important 


cards, but to make the contract the “pro- 


motion” of a queen, a jack oreven a deuce — — 


can be much more important. If the Soviet 


Union and the US are king and ace, E 
should we consider Europe, Japan andthe — 


which were the best years of his life and he | Third World less than deuces? m a 


IN BANGKOK, e 
THE MOST DEMANDING TRAVELLERS | ` 
-STAY WITH US. B o 


The most demanding travellers are naturally the most discerning. 


Whenever in Bangkok, their experience always leads them to us. 
In the hearf of the city and set in 26 acres of tranquil gardens, 
the Siam Inter-Continental is complete with 
floodlit tennis courts, a swimming pool, and even two jogging trails. 


And for lovers of French cuisine, 
our Siam Grill offers one of the finest French restaurants to be found 
anywhere in this part of the world. 


Combine all this with superb location, the most luxurious facilities E ) 
and impeccable service, and you have the reason UE 


should stop dealing with both East and 











why the most demanding travellers stay with us. i zs 
icr CE 






INTER* CONTINENTAL 


26 acres of luxury lle, 
in the heart of Bangkok. EN: 
| | 


"Srapatum Palace Property, Rama 1 Road, Bangkok, Thailand. 
Tel: 252-9040, 252-9060. 
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| experts’ take their time t to sess charg sof Soviet - ee 
of biochemical weapena: despite American impatience 
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j is, the WOCE: ‘ding 
ith meticulous caution to forestall chal- 
enges by one side or the other to the.im- 
partiality and accuracy of the eventual la- | vide 
poratory findings. Officials say the al- | sho 
legedly contaminated samples from Cam- i 
bodia, Laos and Afghanistan have not | 
been out of UN custody since they were. 
"turned over to the investigators, | 
.] Until the search for laboratories began 
E .in earnest about a month ago, the samples 

were kept in the clinic vault at UN head- |. 
| quarters here. Then they were packedinto |. 
a specially constructed, briefcase-size con- |. 
tainer with two tamper-proof locks and | 
flown to Geneva in the custody of the UN 
Disarmament Centre's Sohrab Kheradi, 
the expert team's travelling secretary. 

Since then, his colleagues say, the 
sealed case has never been out of Khera- 
di's possession. In fact, said one, “he even 
slept with it" during his laboratory tour of 
Europe with the expert team's chairman, 
Maj.-Gen. Esmat Ezz, head of the Egypt- 
ian armed forces’ scientific research 
branch. 

The Indochina. Saniples were a purport- | 
edly contaminated leaf and stem collected | and 
in Cambodia and a yellowish-brown | seen 
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delegate to he UN disarmament commit- 
_tee’s. chemical weapons subcommittee de- 
fended the fa is ne poor" 
dure. 


















Evidence of the use of lethal myco- 
' The items turned over to Ueno, 
affiliated to the Tokyo Science Uni- - 
o were understood to incl ude blood i 





































The board had: before. it a apu te- c 
port by 13 representatives of Et ropean, 
Australian and Canadian national booster 

organisations for Unicef who spent a week 

in January visiting hospitals, day-care cen- 
tres, schools and other places in. northern 
Vietnam at the invitation. of Jnicef 





erning body acted on commitments of 
US$226 million for new programmes to |  Z 
_ benefit children in 43 countries. In addi- į] 
| tion, the board was asked to approve 
US$243 million for “noted” projects, | “som 
subject to the availability of voluntary | imp 
contributions for specific undertakings. 
With varying degrees of acerbity, a | 1983 
handful of other delegations — obi a i : 
China, Thailand and Canada — joined the | st etat ‘projects - — d- "warehouse ‘in 2 
st | US in registering reservations in board | Haiphong, ry | 
| el "ns sd meetings behind closed doors. But in the | schools — es 
thé "werk ol | end, the 30-nation panel accepted by con-. | step away from hay g 
: to be aimed sensus the Vietnam aid recommendations | beneficial impact" on 
proposed by Unicef executive director |. tation. needs of Vietr 
James Grant. In addition to the US$27 | childre | 
million budgeted from general resources | 
f | for 1983-86 projects ranging from health, 
Iu- | nutrition, water and sanitation 
; tion and social welfare services, Grant 
commended US$6 million for. oted p 
P jects. x 
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The best way to Paris and to the Everything about the Express Terminal time and transits are as fast as easy. 
world is the Express way. The Express — is designed to make your journey Of course the Air France ground 
conception of CDG2 and the central as efficient and enjoyable as possible. staff will always be near with a warm 
geographical position of Paris make the Your plane will bring you within only 70 — french welcome and to help you 
new Terminal for Air France the ideal meters of the exit, a simplified luggage cir- ^ make the most of your stay in the 
gateway to 161 cities. . Cuit will deliver your suitcase in minimum world’s most beautiful city. 


AIR FRANCE Z7 
FOR PARIS CHARLES DE GAULLE TERMINAL 2. 





To do business between one country and world’s key financial and business centres. 





another, you need to build bridges. So wherever you're doing business, there's a 
Between different languages, regulations, branch waiting to help you. 

cultures, and currencies. Altogether you've got over 5,300 branches to 
There's one bank that can help you to build choose from - all run by Barclays. 

your bridges. Bar clays Bank. FOUNDATIONS AT BOTH ENDS. 

SPAN THE WORLD. Allare staffed by highly-trained,experienced 

Barclays has a truly international banking people. People who really know what’ going on. 

network - covering 83 countries, and all the That means you get detailed, accurate, up- 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN AUSTRAL 


CLAYS BANK. 


:o-date information. And, equally important, surprised to learn that Barclays’ total assets run 
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China’s Intellectuals: Advise and Dis- 
sent by Merle Goldman. Harvard Uni- 
versity Press. US$22. 


MERLE Goldman is.well known for her 
earlier study, Literary Dissent in Commu- 
nist China, a book that, for all its short- 
comings, was a pioneering ‘attempt in a 
very important field and still remains a 
basic reading on the subject. Having ad- 
mired her previous work, her latest one 
was eagerly awaited. As an hórs-d'oeuvre, 
this reviewer happened to receive first her 
recent article The Persecution of Chinese 
Intellectuals: Why Didn't Their Western 
Colleagues Speak Out? Its reading left an 
acute feeling of perplexity." 

In the West, and particularly in the Unit- 
ed States as everyone knows; thé record of 
most contemporary China scholars during 
the Maoist era was not glorious. There is 
not much point in harping On the ignor- 
ance, cowardice and opportunism of too 
many colleagues; of course, we should not 
forget the past, but, as long as they show a 
sincere determination to make up for their 
previous lapses, why not simply welcome 
them back to the front line without further 
comment? In this respect, Goldman's atti- 
tude towards these scholars is artery com- 
mendable. 

Nevertheless, starting with the best in- 
tentions in the world, her actual perfor- 
mance is rather disconcerting. If one real- 
ly wishes to dig into the shameful past, 
basic justice would command, it seems, 
mentioning those few scholars (in the US, 
the list is very short) who did not wait for 
Peking's authorisation to expose the hor- 
. rors of the Cultural Revolution. 

What is more important, one should 
also analyse how these scholars were sys- 
tematically ostracised and prevented from 
getting a fair hearing by their more in- 
fluential and less scrupulous colleagues; 
one should describe why and how the lat- 
ter attempted to keep a tight lid over the 
ugly realities of Maoism (sometimes going 
as far as to use their own authority to dis- 
credit the sinologists who had the audacity 
to documént Red Guard atrocities). 

Goldman's article not only failed entire- 
ly to address these matters. Worse, it un- 
wittingly perpetuated and consolidated 
the wall of silence that the academic estab- 
lishment built around this tiny group of 
brave and lonely scholars. Despite Gold- 
man’s obvious goodwill and undoubted 
sincerity; One gets the impression that, for 
all her unimpeachable intentions and hard 
work, something in her fundamental ap- 
proach and perception seems to condemn 
her to remain oddly wide of the mark in 
her attempts at interpreting contemporary 
history. In this respect, there is a definitive 
link between this reviewer's earlier per- 
plexity when reading her article and sub- 
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sequent disappointment after finally read- 
ing her book. 

To summarise this disappointment in 
one sentence — freely paraphrasing Dr 
Johnson — what is good in the book is not 
new, what is new is not good and what is 
really significant is missing. The chapter 
dealing with Deng Tuo and his friends is 
basically sound — but did we not know all 
that already? To regard the “Shanghai 
Mafia" — Yao Wenyuan and his various 
hacks — as intellectual dissenters may be 
an original idea but it is also a preposter- 
ous one. Albert Speer was originally 
Hitler's minion; for various reasons — pri- 
vate rivalries, court intrigues — during his 
last years Hitler turned cold towards him 
and eventually kept him at a distance. 
Yet, if any scholar studying intellectual 
dissent under the Third Reich included 
Speer in his study, putting him on a par 
with various martyrs of the period, this 
would rightly be considered grotesque, if 
not obscene. 

The conflict between Mao and the 
Shanghai Maoists (supposing there ever 
was such a conflict: the point still remains 
to be proved) did not present any intellec- 
tual content or political meaning. There is 
not even any evidence for its historical 
reality, unless one is ready to swallow the 
crude fabrications concocted with hind- 
sight by the propaganda department when 
the new leadership had to attempt the im- 
probable task of purging the Maoists with- 
out damaging too much Mao's image. Yet 
Goldman seems to accept without ques- 
tion this unlikely story of Mao being at 
loggerheads with Jiang Qing, Kang Sheng 
and company. 

Furthermore, to see a contemptible 
boor such as Yao and his lugubrious bri- 
gade of literary drudges as the inheritors 
of the heroic Chinese tradition of politico- 


Jiang Qing, Kang Sheng: an unlikely story 





intellectual dissent — as exemplified for 
instance by the Donglin Academy in the 
Ming period — seems a complete aberra- 
tion. On the contrary, if we wish to find 
a historical precedent for Yao and his 
hacks, the most apposite parallel would be 
with the Ming court eunuchs: dreaded and 


despised at the same time, their power was - 


not based on their competence or intellec- 
tual ability, but on the murky relationship 
that linked them privately to the emperor 
and enabled them to bypass the regular 
government structures. 

The most important, far- -reaching €x- 
pression of intellectual dissent in China 
forms a continuous movement which pro- 
gressively became more and more radical, 
more and more articulate; beginning as 
“advice” (criticism expressed from within 
a Marxist-socialist framework) it evolved 
into “dissent” (criticism of the Marxist- 
socialist system itself). 

It started during the Cultural Revolu- 
tion with Yang Xiguang, the “Sheng wu 
lian” group and their manifesto Where 
does China go? It acquired new impetus 
and increased lucidity with the Li Yizhe 
manifesto On Democracy and Legality 
under Socialism and, more recently, with 
Wang Xizhe’s articles. It burst out in the 
open, on a national, massive scale with the 
" April 5 Movement.” Finally it found its 
most eloquent and daring expression on 
Democracy Wall in the writings of Wei 
Jingsheng and his companions. And yet 
none of these personalities or documents 
receives any analysis in Goldman's book 
— some are not even mentioned! 

This leaves a feeling of bewilderment: 
either this reviewer did not understand 
what she attempts to do in her book, or we 
are not observing the same China. Or per- 
haps we are not even living on the same 
planet. — SIMON LEYS 
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forms than, say, democracies like Austra- 
lia and New Zealand (whose economies 
are in equal need of structural readjust- 
ment) is arguable. The people of the Phi- 
lippines and Thailand are less literate than 
those of Australia and New Zealand, and 
perhaps less able to comprehend the need 
for economic reform, while South Ko- 
reans are notoriously volatile when their 
interests are threatened. 

So there are very real risks involved in 
the push towards structural adjustment in 
these three countries, possibly even more 
so in Pakistan, which is expected to be- 
come another recipient of structural-ad- 
justment loans (SALs) (REVIEW, Apr. 
16). The World Bank’s “policy dialogue” 
(and its money) has set them all on the 
road to reform but there is a long and in 
many ways lonely journey ahead. The 
bank’s reputation is also on the line: it has 
to prove to its numerous critics, not least 
in the United States (REVIEW, Mar. 26) 
that its development prescriptions work. 
Structural-adjustment lending is the poli- 
cy instrument it has chosen. 

It is no coincidence that the World Bank 
has selected a number of Asian countries 
as its allies in this experiment. Many Afri- 
can countries, whose economies are so un- 
structured and slow-moving as to be in- 
capable of dynamic adjustment, and Latin 
American countries (whose volatility 





obvious threat of sparking popular outcry. 
In order to defuse any backlash from in- 
dustry (especially now the government 
claims to recognise the need to proceed by 
exhortation rather than coercion) over the 
cost of energy saving measures — profes- 
sional consultants estimate that South Ko- 
rean industry could cut its energy con- 
sumption by 22% through conservation — 
Won230billion (US$317.2 million) of gov- 
ernment funds has been set aside to help 
finance the conservation programme. 


he more dramatic manifestations of 

the government's determination to cut 
back energy consumption (and thus the oil 
import bill) include the scrapping of a plan 
for an aluminium production plant and in- 
definite postponement of a plan for a third 
petrochemical complex. Then there is the 


problem of over-capacity and duplication. 


in heavy industries. To cope with this, 
Chun's government proposed consolidat- 
ing all vehicle production under one man- 
agement but later modified this to two. It 
also appears to be soft-pedalling its pres- 
sure for big mergers in power plants, 
heavy electrical equipment and diesel en- 
gines. 

Such dramatic rationalisation measures 
could be seen as a swing of the pendulum 
as dangerous as the previous concentra- 
tion on expanding heavy industrial invest- 
ment. Competition is now seen by the 
Seoul government as an essential part of 
its industrial policy. But competition in es- 
sence means foreign competition and that 
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makes even the South Korean economy 
look like a model of stability and con- 
trolled inflation) cannot be relied on to go 
the whole way with the bank. 

But if Asia — particularly East and 
Southeast Asia — has an admirable record 
of sustained economic growth over the 
past two decades, it is a record which is 
threatened in many cases now by an in- 
built lack of flexibility in adapting to 
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in turn means further liberalising imports, 
something Seoul claims it is determined to 
do over the next five years. So that domes- 
tic industries can compete equally against 
this enhanced competition they will be 
given a broad range of tax incentives 
aimed at all industries. 

The government claims it wants to re- 
treat to devising "the general rules of the 
game" and to leave entrepreneurs free to 
push South Korea forward towards a “se- 
cond industrial revolution." 

Much of this is reflected in the govern- 
ment's democratic-sounding (by contrast 
with previous plans) fifth five-year plan 
published last September and covering the 
period 1982-86. It acknowledges the fact 
that income distribution has deteriorated 
and that economic growth “tended to fa- 
vour upper-income classes during infla- 
tionary periods." Reducing inflation is a 
key feature of the plan but it acknowl- 
edges also a “strong movement for more 
equitable and balanced growth for all in- 
come groups and regions" — a tacit recog- 
nition perhaps of factors that helped spark 
the Kwangju riots in May 1980. 

This “consensus approach" (which eco- 
nomic officials regularly go on TV to ex- 
plain to the public) goes hand in hand with 
the structural adjustment plan. The over- 
riding consideration behind all the ele- 
ments of structural adjustment is to cor- 
rect the country's current-account deficit, 
which hit US$5.3 billion in 1980 and fell to 
US$4.5 billion last year and which has 
shown a declining trend in the first quarter 


changed circumstances and a amr 
reliance on external finance to sustain the 
momentum of economic growth. Y 
The Philippines, South Korea and Thai- | 
land are among the largest oil-importing _ 
developing countries and the 15-fold in- — 
crease in petroleum prices over the past 
decade has pushed their oil import bills to 
more than US$6 billion in South Korea's _ 
case and around US$3 billion for both the - fe 
Philippines and Thailand. For South Ko- _ 
rea and Thailand this means their current- _ 
account deficits have risen to around 7% fe 
of their gross national products — 5.8% in — 
the Philippines’ case — all of which are HS 
nearly double the levels they can sustain i za 
they are to retain creditworthiness and A 
keep their external debt service within 3 
manageable limits. C 
Were it not for the second oil shock in ae 
1979 all three would have had comfortable — 
balance-of-payments positions by now, ES 
World Bank economists say. But that is x -l 
vain speculation and despite some recent, 
recession-induced softening in oil prices, - Ds 
there are responsible commentators on 
the international economy who see oil pri- 2 
ces reaching US$60 a barrel by the end of. A 
the present decade. n 
Economic events subsequent do 3: 
[LA 


(though not necessarily linked with) the _ 
oil shocks are depressingly familiar — 
enough to need little recapitulation, espe- : ^ 


of 1982. That reflects a sharper growth in e 
exports than imports in 1981 and early — 
1982 but it is not certain whether the ex- X 
port momentum can be sustained without FU 
further devaluation and in the face of de- e 
clining trade growth. 
The aim is to reduce the current-ac- n 
count deficit to a “sustainable” level of 
about US$3.6 billion or 3% of gross na- fe 
tional product (GNP) by 1986 and to get — 
the GNP growth rate back to 7.6% a year — 
by then. This is less ambitious than the 
heady rates of up to 15% seen in the past — 
decade but is probably realistic in the light | bs 
of the 7% real growth achieved last year. 
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The structural adjustment plan foresees — 
an increase in domestic resource mobilisa- — 
tion in order to help ease South Korea off — 

cd 
the hook of costly foreign borrowings it a 
has relied on to finance its growth. This. 


implies increasing private savings from. 
22% to 30% of GNP by 1986 and hoisting — . 
“public” savings from 6% to 8% of GNP. 
That in turn means higher taxes and the 
phasing out of agricultural subsidies. _ 
Again to defuse any social backlash this 
will involve stepped-up regional invest- 
ment in the rural areas. 6 
The big difference between the target 
oriented planning of previous South Ko- 
rean regimes. and the present structural 
adjustment is flexibility and awareness of - 
the linked effects of measures in one sec- 
tor upon other sectors. One World Bank 
official summed it up as "taking the pain in 


-small doses instead of waiting for a crisis.’ 


— ANTHONY ROWLEY 
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| Bank official in e Washimpton put it to this 
| correspondent, is that they “give a signal M 
to the commercial banks" that countries 
such as South Korea, the Philippines and 
Thailand are re willing to move to decper re- 
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tai ing power and creditworthiness. 
The same official summed up the SAL — 
E : like this: “We [in the World — 
| Bank have always had the power of sua- 
sion: but the idea of lending in support o ofa 
l structural adjustment programme is. new. . 
It provides a more disciplined time frame — 
| and packaging. Our charter says we are an | 
agency to lend for projects so this is quite a 
wrench for our directors. Our. feelings are- 
more involved.” 
From the 2E countries pol t of 











> are strings attached. ^os : 
Those strings will be Énked. to aseries sof l 
Es the World Bank has agreed with the xtal lend . 
countries. But it would be. wrong.to fons will likewise be neg. only tT 10% of 
crudely of the World Bank twisting | total capital flows into South Korea, the L 
nmental arms to force countries | Philippines and Th: : 
sand screaming towards reforms | | But the money is available very quickly 
thousands of miles away. — the loans-disburse over a period of | 
> is -a very strong input of. World | months rather:than years — and that is 

dvice, certainly. As much from its | very important when a country needs ur- - 
missions as from the lofty pers- | gent balance-of-payments support, espe- 
f the US federal capital, the bank | cially when it is at relatively concessional 

me to appreciate the universality of | rates of interest. Although the money is - ; 
conomic problems and their. solu- | fast disbursing, repayment is over a much IP vol lvi 
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ending for specific projects, uma 
dealt only with specialised minis- | 
agriculture, transport and indus- 
ank has moved on through pro- - | dom 
lending (to a series of projects- Cencarned that the buoyancy o 
a single project) and. now into | the IMF calls for devaluation, bu! 
h involve entire economies and | ! 
he World Bank into direct con- 
key economic and finance minis- | By. Richard Nations . | NE | SAM. 
where the power lies. Structural | Washington: South Korea. is. resisting 1 price it increases. to near: 10% after inflation 
nt. implies. not only.a willingness | pressure from the International Monetary | — raging at nearly. A times that level in 
se this power in pursuit of reform | Fund (IMF) to-devalue the.won by up to. | 19 ys i 
ppreciation. of the need for re- | 14% as a major condition for a new credit | d 
at in turn assumes a “confident | this year of several hundred million dol- | $ 
acy" which the World Bank sees | lars, cabinet-level South Korean sources | dev AT 
orea, the. Philippines and Thai- | told the REVIEW. | 
ists equally of course in coun- - Concerned that the country is s losing its 4 
N 2, Sin | competitiveness to trade rivals such as Ji t 
| Taiwan and Singapore, the IMF is urging 
| South Korea to reinstate the flexible ex- 
— | change-rate. policy abandoned Hast year | 
when the won was allowed to float up on. b 

tesa ees markets in pace with a | the wo 
| | Strong US dollar. In recent negotiations in. | of. 

| Seoul, senior fund staff have argued force- |- 
| fully that South. Korean.exports could | - 
d stagnate without a substantial deprecia- | Sot 
|| tion of the won this year. des 
| Seoul, however, is reluctant to submit " 
| once: again to what sources describe: as 
| “the shock therapy” of a drop in the won’s | staf 
| value similar to the 1980 devaluation, and | cy, p 
| | argue that wage restraint and improve- | in thi 
| ments in productivity will provide a much. | 
| sounder basis for expanding its share of | | 
| the world market. - CHE | 
, Devaluation. is also seen as ) 
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| to fallin the range of % over he course |n | 
| of the year in well-timed moves which al- 
low Seoul to keep pace with foreign com- 
petitors ' while avoiding undue irritation to 
$ price chain Officials point out 
| that. on has been allowed to fall by 
| j is |. more than 3% since the beginning of the- 
: M enecte PE of do- | year, despite public declarations design- 
es allows Seoul more leeway on | ed to placate big business and con- 
n to, stimulate gue the sumers that the currency's value would be 
- upheld. Pressure from the IMF as well as 
| recent news 5 tiat nm intends to is 
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| Reading from a 10 ),000-word report, 
| Prosecutor-General Chong Chi Kun (who 
has now been promoted to justice minis- 
ter) called it “the. biggest financial fraud in 
this country' S history.” The number ar- 
rested in connection with the case, mean- 
-į while, rose from 19 to 20, including six Lt 
bankers, headed by the ousted presidents 3.9 p 
of Choheung Bank and the Commercial | = - 
JS$980.8 million) of promissory | Bank of Korea, who face trial on bribery | 
y face- amey in the 14 months and embezzlement charges. Two more se- 
n Ap : lion | nior banking officers also stepped dm Ls 
- | last week totake “moral responsibility” — -— 
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1 director and deputy director of the Offic: ice 
of Bank Supervision and Examination, an 
organisation charged with monitoring the 
banking sector and its operations. 
That brought the number of bankers | 
bil | who have resigned to eight, with. six of 
| them in jail for advancing Chang or her 
corporate borrowers unsecured loans. 
The Finance Ministry's report to the Na- 
tional Assembly said the six companies 
owed the two banks and short-term fi- 
| nancing companies Won 1.26 trillion in | 
| loans and payment guarantees against col- | drai 
; | lateral totalling Won 226.2 billion, or just | of de | time depo L 
17.8% of their liabilities. In another re- | these two. categories rose to Won 106,3 
| port, the Office of Bank Supervision and | bill ona single day — May 18— though i 
| Examination said losses by the banks and | lending r Toaiged m minute. with nimos tno 
financing companies from Ilshin Steel and willing tot ther | 
Kong Yung Construction totalled Won. 
:135.6 billion, for loans totalling Won - 
511.4 billion. | | 
. To cope with the acute credit squeeze | from 17. 
which followed, the government is rushing | 17 379 n pee reinar “but 
through an emergency fund package of | mained iterare pu dep es sits S smal 
| Won 220 billion, a sum no one believed. 
| Chun — a champion of a tighter money 
.| supply — would ever approve before the |. 
| scandal, to help the small industry secto 
_| which has suffered most from the: squeeze. E 
| HIE of the Finance pec said at 










| ment looking o over their shoulders, have D 
been told to allocate. 35% of their total 
permitted credits to the small busines: ; 
tor; or their presidents may face * discipli- 
m: action...” A * Hank a Korea Conta 
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| E E y Susumu Awanohara 
se arta: Going beyond any recent mea- 
'su e to boost domestic shipping lines as 
well as, ostensibly, the country’s sagging 
P. ion-oil exports, the Indonesian Govern- 
nent has issued a presidential decree allo- 
xe cating all exports and imports under its di- 
* E: Té control to domestic lines. If carried 
23 ou ut to the letter, this would seriously af- 
ife ect foreign shipping companies operating 
ud. ere. And now the decision has reached 
n residential level they feel they can only 
m ‘for a diplomatic solution. 
- The presidential decree is clear-cut. Ex- 
port and import commodities belonging to 
1 $ E ie government must be carried by vessels 
in operated by Indonesian shippers. These 
.. commodities include imports financed by 
~ the state budget (including items paid for 
T nb y foreign aid and loans inside the state 
| bu ud get) as well as import and export com- 
.. mox dities owned by state-run commercial 
boc , the decree says. 
* .— State-run companies dominate in the 
“col try’s exports of primary products, 
- while budget-financed projects account 
_ for some of the biggest imports. It is not 
| j c ear what the government intends to do 
. with shipments by state oil company Per- 
ina. Currently more than 90% of In- 
E donet s oil is carried by non-Indonesian 


| E. oil buyers. 
The decree goes on to say that if space is 
inadequate on Indonesian-operated ves- 
sels, shipment can be switched to “other 
A vessels chartered by Indonesian shipping 
Bs . companies.” This is taken to mean that 
_ ships chartered by Indonesians have prior- 
.. ity over foreign-owned or operated ships. 
: - It is not immediately clear how much of 
. theshipments currently carried by foreign 
.. lines belong to the government. One esti- 
. mate is that roughly 40% of the exports 
P e about 10% of the imports of regular 
liner creo carie by tepeignege consti- 








É -flag vessels, most of which are operated by 


ein 


^ No foreigners, please 


ED 
_ Indonesia launches its toughest move to exclude 
. foreign shippers from government-controlled commerce 


tutes government business. On the import 
side, project equipment can from time to 
time raise the proportion of government- 
owned cargo considerably both in the liner 
service and in charters. The Bukit Assam 
coal development project, for example, 
will involve almost 100,000 freight tons of 
equipment imports, which will now tech- 
nically have to be carried by Indonesian 
(or Indonesian-chartered) ships. 

- The latest decree followed several mea- 
sures introduced since early this year. The 
first was a decision to reduce port handling 
charges for domestic shipping lines. Al- 
though the amount of money involved was 
small, the spirit of protectionism and dis- 
crimination worried foreign shipping com- 


panies (REVIEW, Feb. 12). 


Then came the decision to upgrade four 
Indonesian ports (Tanjung Priok for Ja- 
karta; Tanjung Perak for Surabaya; Bela- 
wan for Medan, and Ujung Pandang) as 
major transshipment centres for non-oil 
exports. The idea was to bypass the tradi- 
tional transit ports of Singapore, Malay- 
sia, Hongkong and Taiwan by having In- 
donesian ports offer competitive services, 
which would be possible only if the local 
ports were given the facilities and traffic of 
major transshipment centres outside In- 
donesia. 


Ap pparently, one of the first victims of this 
upgrading policy was the Danish ship- 
ping line Maersk, whose container feeder 


services linking Singapore with Belawan . 


and Hongkong with Tanjung Priok were 
suspended at short notice. Maersk was the 
most advanced company in containerising 
the Indonesian trade. Singapore and 
Hongkong were its terminal uS ser- 
viced by mother ships, and m these 
ports, Maersk provided feeder oe vies: 
Apparently the Indonesians say these 


services, which they describe as transship- - 


Tto the gover "m ent-run i | ter- , 
| Pelni, even though the terminal ports are 
outside Indonesia. Maersk, on the other 
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hand, is said to be arguing that the mother 
ship and feeder services make up one inte- 
grated service which cannot be split. For- 
eign experts were surprised at the impa- 
tience with which the government struck 
at Maersk, particularly as Pelni apparent- 
ly does not have the right ships to provide 
the feeder operations. Pelni may end up 
chartering a feeder boat if it insists on tak- 
ing Maersk's feeder business. 

In another recent policy move, the In- 
donesian Government ruled that shippin g 
companies chartering vessels to handle 
seasonal cargo overflows or specific pro- 
ject cargo or for other purposes must first ` 
look for Indonesian ships. Only after a 
cumbersome process of making sure no 
appropriate Indonesian vessels are availa- 
ble at the right time — and convincing the 
Indonesian authorities of this — can ship- 
ping.companies get clearance to hire for- 
eign-flag vessels. Even when forthcoming, 
clearance can come with delays while non- 
Indonesian-chartered vessels are already 
waiting near a local port with the cargo. 

. Most recently, foreign shipping com- 
panies were told they could no longer dis- 
charge cargo loaded in Japan, Singapore 
or Hongkong at Tanjung Priok but must 
take it to Cakung, an inland container 
base and godown complex built several 
years ago which was becoming a white ele- 
phant. Previously the rule was that only 
ships which started their voyages in Japan, 
Singapore or Hongkong had to discharge 
cargo through Cakung. It is understood 
that some foreign lines were avoiding the 
use of Cakung by ostensibly making other 
ports (say, Pusan, Penang or Keelung) the 
first port of call. 

Foreigners claim to understand Indone- 
sia’s desire to develop its shipping and 
carry a fair share of its trade. Some even 
maintain that a degree of protectionism at 
this stage is justified to give domestic ship- 
ping a boost. But there are also those who 
feel that Jakarta is pushing nationalism in 
shipping a bit too far and that this may be 
because many local log carriers have run 
out of business as the government streng- 
thened its policy of reducing log exports. 
The government recently encouraged the 
construction of 6,000 ton-class bulk carri- 
ers as log carriers, on the grounds that un- 
availability of sufficient tonnage was re- 
sulting in opportunities lost, sources said. 
It is estimated that there are 90 of these 
ships and the owners, now in dire financial 
straits, are said to be pressing the govern- 
ment for remedies. 

Whether or not the excess capaci- 
ty is the main reason behind Indonesia’s 
aggressively nationalistic shipping policy, 
the policy has been given a secure place in 
the now almost sacrosant national export 
promotion drive. Some foreign experts 
doubt the government will implement the 
recent presidential decree literally. Com- 
promise allowing foreign companies to re- 
tain some of the government cargo is like- 
ly, they feel — but only after alot ar horse- 
geni at | ir] 
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~The Europez 


an Source 


for Multimarket Finance 


UNICO BANKING GROUP is 
one of the world’s largest banking 
groups. With combined assets of 
some US $ 360 billion and 36,000 
offices, it is a one-stop source for 
guidance to the multimarket capa- 
bilities of the member banks: 
ANDELSBANKEN DANEBANK, 
one of Denmark’s top four commer- 
cial banks; CREDIT AGRICOLE, 
in total assets one of the largest 
financial institutions in France; 
DG BANK, one of Germany’s 
leading wholesale financial insti- 
tutions; GZB, the central banking 
institution of Austria’s Raiffeisen 
banking organization; OKOBANK, 
an integral part of Finland’s inter- 
national financial community; 
RABOBANK, the largest domestic 
bank in Holland. 


These six banks are united by 
a common philosophy rooted in 
Europe’s client-oriented cooperative 
banking movement. All are among 
the leading banks in their markets, 
offering financial services at home 
and abroad. Eurocredits and Euro- 
issues, trade and corporate financ- 
ing, market information - these are 
some examples of the vast facilities 
UNICO BANKING GROUP has at 
its fingertips. Members are present 
in key centers around the globe. 
Moreover, they established the 
Luxembourg-based UNICO 
INVESTMENT FUND and UNICO 
TRADING COMPANY in Vienna, 
which specializes in East-West 
Trade. 





To find out more, contact one of 
the partner banks: 


A ANDELSBANKEN 


DANEBANK (Denmark) 


CREDIT AGRICOLE 


(France) 
x 


DG BANK DEUTSCHE 
GENOSSENSCHAFTSBANK 
(Germany) 


GENOSSENSCHAFTLICHE 
ZENTRALBANK AG (Austria) 


OKOBANK OSUUSPANKKIEN 
KESKUSPANKKI OY (Finland) 


RABOBANK NEDERLAND 


(The Netherlands) 


or: The Standing Secretariat of the 
UNICO BANKING GROUP 

N.Z. Voorburgwal 162-170, 
NL-1012 SJ Amsterdam, 

Tel.(20) 222252, Tx.15412 unico nl 


UNICO BANKING GROUP 
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WWF/Kojo Tanaka /BCL 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 





Switzerland. 
3 | WORLD WILDLIFE FUND 
Hong Kong ® Tokyo ® Seoul è Singag 
e )R2 - aah WWF acknowledges the donation of this space by 


Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 
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WE REDUCE 
THE COPIES, 
THE TIME, 
THE TROUBLE, 
AND THE COSTS. 


Canon presents a great new reducing plan — the NP300 Advanced engineering leads to fewer problems. 





desktop copier. It reduces a lot of things we know you Canon's single-component Toner Projection Development 
need less of. For example, if you wanted to file a large system and extensive use of microelectronics keep 
chart, our NP300 could make it 50% smaller. And if yu maintenance to a minimum. 

needed a lot of copies in a hurry, you'd appreciate the And since everyone's favorite reduction is costs, our 

fact that our desktop machine reduces the time it takes NP300 was designed to waste less paper and consume 
to make them. It only needs a minute to make 30 less energy than other copiers in its class. 


sparkling A4-size copies. The optional feeder and sorter Copy size, time, trouble and costs. Canon's NP300 
cut down the time it takes to make those multipage sets. gives you more by giving you less. 
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NM CANON INC. TOKYO, JAPAN For further information, please contact: 
^. g Hong Kong Jardine Marketing Services Ltd. P.O. Box 30748 Tel. 5-7909011 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366 Singapore Canon Marketing 
* Services Pte. Ltd., Tel. 273-5311 Malaysia Guthrie Sendirian Bhd. (Guthrie Trading) Selangor Tel. 773344 Indonesia P.T. United Champion P.O. Box 2198/Jkt. Jakarta 
P A Tel. 412508 P. T. SAMAFITRO Jakarta, Tel. 356621 Thailand FMA Corporation Ltd. Bangkok Tel. 233-4245 Philippines Merchandise Mart Co., Inc., P.O. Box 1524 Makati 
: Official Copier, Rizal Tel. 85-50-11 Sri Lanka Metropolitan Agencies Ltd. Colombo Tel. 598706 India Chowgule Industries Private Limited, Bombay Tel. 231182 Pakistan Paramount 
Camera of the Business Machines Ltd., Karachi Tel. 513830 Nepal Commercial Enterprise (P) Ltd. P.O. Box 148 Kathmandu Tel. 21072 Guam Town House P.O. Box 7 Agana 
Football World Cup1982 Toj 477.9721 Australia Canon Copier Australia Pty., Ltd. Melbourne Tel. 201331 New Zealand DRG Business Equipment, P.O. Box 5409 Auckland Tel. 686-599 Tahiti 
Morgan-Vernex, B.P. 449 Papeete Tel. 2-03-09 Papua New Guinea Burns Philp (New Guinea) Ltd., P.O. Box 75 Port Moresby Tel. 2202 Fiji Islands Pacific Mercantile 
Co., Ltd., P.O. Box 240 Suva Tel. 312-722 New Caledonia Menard Freres, Noumea Tel. 275222 Solomon Islands Harvest Pacific Ltd. P.O. Box 517 Tel. 131 





Hypo-Bank 
royal client service means speed 

and mobility in international 

finance. 








Success in international financing is often a matter of 
speed and mobility. Hypo-Bank goes to great lengths to 
put time on your side in arranging finance of all sizes 
and complexities. 

Speed and mobility in international financing are 
typical examples of Hypo-Bank royal client treatment, a 
tradition that dates back to 1835 when we were estab- 
lished in Munich by King Ludwig | of Bavaria. 

Backed by consolidated assets of more thanDM 87.3 
billion and 147 years of experience, we are flexible 
enough to respond quickly to almost any financing 
requirement. Our position as a major force in domestic 
issues and immediate access to the Euromarket via our 
Luxembourg subsidiary make us a strong reliable 
partner. 

Through our network of subsidiaries, branches in 
London and New York, affiliates, representative offices, 
partnership in ABECOR, and a mobile team of banking 
professionals, we offer services worldwide. 

To learn more about Hypo-Bank’s international 





financing capabili- 1 

with us at: 

Theatinerstrasse 11 

moore NU 


ties, get in touch 
D-8000 Munich 2 WDANI 






Reverse t wust 


A consultant calls for sweeping changes at 


Air New Zealand, TOTEM massive staff cuts 


By Klaus Sorensen 

Wellington: New Zealand’s orice proud 
flag-carrier, Air New Zealand (ANZ), has 
found itself in the depths of depression foi- 


lowing the public release of a damning in- 


vestigation into its affairs. The airline's: 


image suffered when a DC10 with 257 
people aboard crashed on the slopes of Mt 
Erebus, in the Antarctic, in November 


1979. This was followed by a very critical | 


Royal Commission report. But now 
another report is striking almost as deeply 
at the heart of the airline. -~ | 

Mounting losses incurred by the gov- 
ernment-owned company led the Treas- 
ury to commission a report by United 
States airline consultant S. S. Colker at 
the end of last year. Colker made a whis- 
tle-stop tour of New Zealand in February, 
and returned to produce a more than 200- 
page report on the airline's finances, oper- 
ations and structure. ue o 

His findings were Summarised in May 
by Prime Minister Robert Muldoon — 
and, according to Colker, the airline is 
overstaffed, overpaid, bureaucratic, gran- 
diose and has suffered from serious deci- 
sion-making deficiencies. But while Mul- 
doon is noted for his outbursts and from- 
the-hip shootouts with opponents, the 
prime minister was relatively oun on the 
contents of the report. 

The noise came from ANZ chairman 
Bob Owens, a tough self-made man who 
has built up a large business in the trans- 
port and tourism industry, and who was 
appointed chairman of the airline by the 
government just four months ago. The re- 
lease of the report, and a press request for 
his comment on its contents, seemed to 
catch Owens at a bad time. When contact- 
ed he was on a Pacific cruise ship, and his 
- interview via the ship’s radio telephone 
will long be remembered. 

He roundly lambasted the report, call- 
ing it a waste of money, but what surprised 
everyone was Owen’s enraged threat that 
if he ever met Colker face- to-face he 
would *punch him in the nose;" Back on 
land Owens admitted that he might have 
“overreacted,” but the damage was done. 

The carrier lost NZ$43.3 million 
(US$33.3 million) in the financial year 
which began in March 1981, and this year 
is expected to record losses of NZ$90 mil- 
lion. Colker summarised the situation by 
noting that losses during the 1981 calendar 
year, at NZ$83.1 million, were equal to a 
sixth of flight revenues, *which means that 
for every NZ$6 Air New Zealand custo- 
mers paid to fly or ship their goods the 
New Zealand Government paid an addi- 
tional dollar.” 

He believes the only solution is for 
sweeping changes, involving 2,500 staff 


jen cem bé PORE woh of deliv- | 





ery of two further Boeing 747s, reassess- 
ment of a proposed Los Angeles-London 
route and a financial restructuring with 
separation of the maintenance and cater- 
ing functions from the airline proper as 
well as possible employee sharehold- 


ings. 


"The report says company managers as- 
cribed much of the blame for the deficits 
to high interest rates and foreign-ex- 
change transaction losses. “But in reality 
neither was a significant cause. The major 
factors were capacity increases that went 
two-thirds unsold, and other cost in- 
creases unrelated to changes in traffic, 
such as fuel and labour costs — the prob- 
lem worsened in the period following 


ANZ DCIO: c come ra alli is foren 


March 31, 1981, after the company began 
to replace its DC10s with larger capacity 
B747s." 


he ANZ plan to replace its DC10 fleet 

with five 747s at a cost of NZ$400 million 
is one of Colker's main criticisms of the 
ANZ board and management. “Air New 
Zealand's management structure repre- 
sents a cumbersome bureaucracy charac- 
terised by excessive layering of managers 
and personnel. Decisions are prone to be 
poorly constructed and ill timed, and can 
slip by without adequate challenge. A case 
in point is Air New Zealand's decision to 
replace the DC10 fleet with 747s, which is 
proving to be potentially disastrous to the 
company," says Colker. The 747 replace- 
ment programme has seen three of them 
introduced on the long-haul Pacific routes 
(Auckland-Honolulu-Los Angeles) but 
the result has been a cutback in frequen- 
cies and lower load factors. 

Colker says that if the idle DC10s went 
back into operation the airline could save 
NZ$10 million a year — “but the reality of 
the situation is such that to do so would re- 
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the idlin in y 
PAN 
and Colker recommends that they be sold F 3 
at book value to realise a substantial Es Y 
surplus. X MESRINE 
As for the 747s — “fiscal prudence. joven = | 
dictates that the purchase of two addition- 
al 747s be deferred. This required present- 1 i 
ing Boeing with a positive proposal forde- 
lay, but if . . . delivery must be €: 
efforts should be made to lease themout — 
rather than fly them, provided lease ren~ 2. 
tals exceed carrying charges." |... 2 
The report recommends an employ- p: 
ment ceiling of 6,000, with 6,600 as g a E 
“near-term objective" — this means a 
2,500 cut from the present 8,500 level. . 
Colker finds "surplus personnel exist in - 
virtually all major categories" and notes 2 
that ANZ employs 405 cockpit personnel — 
per million weighted book hours flown — 
whereas comparable US carriers pue 
only 307. Similarly, ANZ pilots and engi- — 
neers average 36 hours a month hard fly- _ 
ing time compared with a 47- hour ws R 
in the US in 1980. Dor 
There are two or three times as man ny 3 


engineering personnel as required by 1 US | | 
standards, and cabin crew are apparently - 
also falling over themselves, according to 
Colker. He says ANZ operated 747s with — 
17 cabin crew, compared to 10-14 in US . 
747s. 

But while Colker is scathing in a 
about all his findings, he spares some 
praise for the airline's freight load facta LR. M 
its marketing prowess, and for the general . 
manager of just two months — former - 
British Petroleum executive Norman . 
Geary. Geary, according to Colker, is “a — 
competently trained and experienced new p 
person who has thus far shown every sign. e 
of intelligent, effective leadership." 

But even then Colker believes that | 
"there may be a reluctance on his part to — 
deal head-on with Air New Zealand's ^ 
structure problems." Any reluctance | 
Geary might feel about sacking 2,500 staff E 
is understandable — New Zealand trade Lt 
unions have traditionally put up stout res- — 
istance to redundancies, and any action 
ANZ might take to reduce staff could easi- i j 
ly result in crippling strikes which would — 
merely add to the airline’s woes. a a | 
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As a share of total 


l ; investment, 


State spending devoted to productive 
investment declined. in absolute 


The change in the structure of invest- | 
ment may be the most fundamental of all 
| the reforms: In just three. years, the focus 
ufi investment decisions and the sources of | 
funds for investment have shifted dramati- - 
cally, as bank credit and retained profits 9 
4 have supplanted allocations.of state funds. I 1 i 
At the same time, the proportion of state 
jnvestment. spending. devoted to “nom [ 
| | productive" purposes has increased from : 
‘27% in. 1978 to 41.196 last year. as the 
p government has undertaken to improve 
long-neglected areas of housing, health | si 
; + and educational services. i 
pen response to ad ; 


seent, needs. Pur unlike Po terms . 


d profits. lirec foreign 
id "loans. (including - loans 

| na International Trust and 
Investment Corp.) contributed about, 
o more to “real” tment than did- 
direct state allocatio ni fast d This. 


trend should: 


state plan an 


foreign. loans. dà 
3096. eut. inns 


| from Rmb 39.6 billion. da 35 bil ion) spt 
_in-1978 to only Rmb 28.7 


na- -agricult ival. investment 
declined as a share of 
st jent. from 76% in 


"1976 to. our 46% 


e profits may now be flowing 
rthan NONO! bonuses 


nent fonds of an p in 


amounted. to Rmb 26 billion- 


-4 billion) last year, according to 


, ssue of the monthly Jingji ` 
9 Research). Enter- 


F considerable leeway in de- 


much. of ur retained | 


of bone to "ar 
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2 | the Bank of China, the provincial and na- — 
of | tional ifvestment and trust corporations, - 
local government. extra-budgetary funds 


‘short-term I. 
lation in 1980 was Rmb 6.3 billion (as re- i 
ported by Banking in China — Jingji. Yan- 
jiu last year said Rmb 4.54 billion, but the |. 
larger figure may include loans from | 
sources other than the People's Bank). 
The total of medium- and short-term | 
loans in 1981 was Rmb-8.4 billion (which: 
may include US$1.5 billion in foreign-ex-. 
change loans from. the. Bank-of China, 
since other sources indicate People's Bank. 


The actual amount of medium- and 
loans for equipment and instal- 


ed investment, it : 
. |. dropped, from 50.6% to 27.1% over the | 
| same period. Discounting agr icultural in- ]- 
vestment and that portion of fixed invest- | i 
ment made up o£start-up working capital | ble 
| for new enterprises, state.spending for | wh i 
| productive. 

his 'stimated "real" b 


‘last. .year. Moreover, a. 
quarter of the state. apen nding total was 


again re iti 
slightly this year. 


Mereficalion. but : are no ri 


qo ment lenders... T 


lending was only about. Rmb 5.5 billion). E € mmi 
The 1982 target for People's Bank lending |: 


alone is Rmb 7.8 billion, of which 25% is- 

| earmarked for light and textile industries, | Wb 
| |. 2096 for machine-building and heavy in- | fer 
| | dustry, and 4% for energy conservation: i 


This will be supplemented by lending from.| u 


and other credit institutions. An article in 


a recent Chinese economic journal-men- | m 


tioned (but did not list) 20 different t 


: “Let loans now available to state- c-o dk 
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in future economic growth. 
The “ave all level of investment can still be 
controlled, but no longer directly through 
budget appropriations. 2 ; 
Rath er, it will rely on what the Chinese 
"economic bist cron eun 
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The economic reforms had t their genesis 
|a ser c ons by the party central 
1979. The “trial point enter- 









terprises which do not follow state produc- 
tion plans; or which do not abide by DD A 
and marketing contracts but overproc 
items which do not have'a market, 









Ehuously p pinot aba n nd rural sav- 
ings to accumulate more capital from so- 






" Foreign investment. and direct foreign. 
borrowing constitute a smaller but not in- ' 
considerable new source of investment: 


funds. Since 1979, China has absorbed the 





equivalent of about Rmb 3 billion in direct 
foreign investment, more than à quarter 
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of which is.in joint-venture projects, most- 
ly in the new Special Economic Zones. In. 
addition, the China International Trust. 
and. nvestment ord ae ee 

















| ‘en represented ee raised 
abroad Citic Se. its first es bond, for 





cial borrowing f though orien 
yndicated. loan. is known to 
n signed last year— a US$70 mil- 






‘State appropriations. and remitting all 
independent tax-paying and profit-mak-. 


.replaced uncompensated governme 
'propriatioris with medium- and pais l 
loans from the People's Bank. 


provincial party first secretary and revolu- ` 


increase significantly after 1983 when th 


could reach US$3 billlon by 1985, accord- 


investment of USS$S billion would be the | |. - ES s a 





transformed state-owned enter- 
prises (which previously operated accord- 
ing to state directive, pursuing negotiated 
output quotas, covering their costs out of. 




























profits back to state revenues) into semi-. 























ing economic units. The banking reform. 
nt ap- 





Both were first implemented in. Si-. 
chuan province in 1980, under the ste-- 
wardship of Premier Zhao Ziyang (then- 








tionary committee chairman) and have. 
been gradually extended throughout the 
rest of the country. 

If the changes in the investment process 
can serve as an index, the economic re- 











Commercial foreign borrowing should. 












offshore oil exploration programme gets 
under way. China is also soliciting more 
dire ect foreign investment. An investment 
conference next month in Canton co- 
sponsored by the United Nations Indus: 
trial Development. Organisation will seek 
almost US$1 billion in foreign investment : 
for 130 mostly light industry or export-re- 
lated projects. China recently entered an 
agreement with the Island Creek Coal. 
subsidiary of Occidental Petroleum of the 
US to develop an open-pit coal mine in 
‘Shanxi, and further foreign investment in 
enetgy development ig the southwest is 
also sought. ! 
Total commercial foreign borrowing 

















































ing to Shaw Tao ofthe First National Bank 
of. Chicago, a figure which would have 
ranked China second in Asia after South. 
Korea last year (based on publicly an- 
nounced syndicated loans) Assuming | 
that direct foreign investment reaches | 
USS$1 billion by 1985 and that foreign 
credit channelled through Citic and other 
investment and trust corporations hits. 
"US$1 billion, the total foreign lending and 
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equivalent of about 30% of all sta te invest- 
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Zo < sure supplies of raw material 
to transport, thus jadáing to to t | e s problem ¢ of 





Í forms have red more a in the | 
past two years and cut deeper than many | 

.| expected. But serious problems. remain, © 

“| and most of the pay -offs are inthe future. 
Mobilising new sources of investment 

















| declining state revenues, but the most im- 
portant objective of the reforms is to im- ` 





| better selection of projects for investment 

| and by shortening the period of construc- - 
tion on each project so that investment. | 
| funds can be more quickly recycled. At | 






p ir * |: hoped-for results has come about. . 
a bok part ‘of your. Review BE 
Sim Py tick the relevent esl 
ally re 









years. Since the mid-1950s, the average in- 
vestment per km. of railway line almost. 


|| million, and the average time limit for- 
. | building 100 km. has gone from just under 






Js$1 3,95 ¢ or or HKS79. 50 (or the 
local Boii Add the 










economists estimate that in the mid-1950s. 





the late 1960s this. rose-to Rmb 2.32 





was Rmb 3.20. - 
In theory, shifting from allocations to | 
loans which must be repaid with. interest | 
|: should create incentives to reduce con- 
struction periods, but the effect will not-be - 


ment has been difficult. 


the new system on organisations, routines - 


managers are having to learn about cost- - 


{trol and marketing — and in the -p 
iare having to unlearn their pai 
.| acquired techniques of bureau 

val under the command-econo 


































$ funds has relieved some of the pressure on | »n eet 
| Chinese. socialism to inci 


| prove the effectiveness of investment by | 


| this preliminary stage, neither of these i 


he recovery period for. construction is in- E. € 
.vestment is now estimated at 10-13 | EW 


| a year to: more than two years. Chinese 


the amount of investment required to | 
bring about a Rmb [increase inannualna- f 
tional income was only Rmb 1.68. During | Jo” 
„inthe | fo 
early 1970s to Rmb 3. 76 and in. 1976-78. it "i | 


,immediate. In the:meantime, shifting to-| |. 90> 
| credit and internal funds-based invest- | eae 


One problem is the disruptive effects of: * 


and personnel. Thousands of enterprise | 


nomic decision: s. 


zi makers. ‘operate. But the pace of change’ 

| has been uneven. Enterprise managers 
are now afi 
|| necks and supply shortages which pre- 


eted. with transport bottle- 











viously did not affect their output-indexed 


| i operating efficiency. Since market forces 
| have only partially supplanted adminis- 
-tered distribution; man 


gers- have turned 
to influence, connections and bribes toen- 








corruption. 





reforming the gers onal structure: of. pris | 


| ces, because price increases are a political- 
| ly sensitive i 
.| "profitability" of different. enterprises - 
| |. often reflects. imbalances. in administered | 





issue. As a result, the relative 








prices more thai true economic efficien- 


cy. This vitiates the incentive effects of the 


reformsand UM LAM Oder of identi- | 





T Tedefining 
rporate- profits, 
a ket forces — 
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| quintupled from Rmb 600,000-to Rmb 2.5 | - E 
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s Hnstead of the usta bickering on regional issues 
E. ministers concentrate on international affairs 


[a By Guy Sacerdoti 

i . Manila: Asean economic cooperation is 
- undergoing a dramatic shift in emphasis. 
4 From the  micro-economic bickering 






















which has dominated intra- Asean issues, 
_the five are now moving on to seek com- 
mon ground on sensitive international 
| issues. 


i . mic recession — which translates within 
E — Asean into slower growth rates, deterio- 
Dr rating terms of trade and widening budget 
. and -payments deficits Asean's 
2 members are trying to promote concerted 
AE | economic Strategies to stave off protec- 
- tionism among their industrialised trading 
_ partners. They are also looking for ways to 
. influence those domestic policies in coun- 
tries like the United States which have.a 
. bearing on the prices of the commodities 
. on which Asean exports depend. 


: ters’ meeting in Manila from May 20-22, 
— the region's top technocrats steered clear 
E of the normal emphasis on internal Asean 
ties and dwelt almost exclusively 


2 What has become clear to the Asean 
. ministers is that while concerted action on 
.. isolated issues can bring results, they are 
^ all still tied almost exclusively to world 
k market conditions. And as long as they 

continue that way, regional self-reliance, 
ee stated goal of the organisation, will re- 
A | main elusive. 

. One way to move away from that dilem- 
ma, according to Philippine Prime Minis- 
ter Cesar Virata, “is to act like an econo- 
mic community. We have to trade more." 


| 


- [n the face of the current world econo-. 


E _ During the 13th Asean economic minis- 


While intra-Asean trade has grown, it 
continues to be primarily in the very com- 
modities which are currently being hit in 


world markets. Virata told the ministers 


intra-Asean trade in manufactures must 
start. That sentiment is shared among the 
Five and will be a major trend within 
Asean during the 1980s, but it will proba- 
bly be tempered by the group’s largest and 
most cautious member, Indonesia, whose 
industrial base is the least developed but 
whose market is potentially the biggest. 

Still, Asean has begun to take steps to 
free its internal trade regime. It has in 
place a preferential trade arrangement — 
in which 8,500 products receive tariff con- 
cessions — but. most of the items in the 
agreement are obscure. However, at the 
Manila meeting the economic ministers 
agreed to begin a study, via the committee 
on trade and tourism, to examine whether 
to set up an Asean free-trade regime. 


Ou methods of liberalising trade will 
also be expanded, employing, for in- 
stance, across-the-board, sectoral and ma- 
trix approaches to tariff cuts, including 
deeper cuts and reduction of non-tariff 
barriers. Also, official discussions have 
begun on the possibility of an Asean ship- 
ping liner service. 

But most of these programmes, like the 
Asean industrial projects and the still un- 
finished basic agreement on Asean indus- 
trial joint ventures (which was initially ex- 
pected to be: presented to the Manila 
meeting) will probably move along at 
Asean’s traditional slow pace. 

The decisions reached showed Asean’s 
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T e ati ie ie expense o ' taking specific ac- 


tions. While Asean has stood firm on such 
political issues as Cambodia and in fight- 
ing a now defunct Australian air-fare poli- 
Cy, it is still short of a consensus on inter- 
national economic issues. But at least the 
Five accept their greater political punch as 
a unified lobbying force and in the future 
more joint stands on specific economic 
disputes are likely to be taken. 

Such disputes currently afflicting Asean 
members include price and quota argu- 
ments on tin, rubber, sugar and textiles. 
Malaysia, Indonesia and Thailand domi- 
nate three-quarters of world tin exports, 


and an Asean ministers’ meeting in Kuala 


Lumpur on May 14-15 decided that if the 
sixth International Tin Agreement (ITA) 
is not ratified by the required two-thirds of 
both producer and consumer nations, the 
Asean producers will move to establish a 
tin producers’ association. Malaysian 
Minister of Primary Industries Datuk Paul 
Leong explained to the economic minis- 
ters that Asean producers will work to- 
gether to organise a “rationalised supply 
scheme,” though not an Opec-style cartel. 

While the Asean ministers in Manila en- 
dorsed the Kuala Lumpur decision, the 
Asean common denominator forced a soft- 
ening of Malaysia’s militancy on the issue. 
Withi the; US, position; on the, ITA the 
greatest obstacle to its ratification, Leong 
wanted Asean’s backing to launch the as- 
sociation and effectively forget about the 
US. “We are not asking the US any more 
on the question of the [20,000 tonne] Gen- 
eral Services Administration (GSA) 
stockpile” Leong said. “We have done 
that for too long already.” 

Other Asean members, particularly In- 
donesia, effectively watered down the 
Malaysian stance by saying the association 
should only be formed if the sixth ITA 
fails. Although Indonesian Minister of 
Trade Radius Prawiro stresses its position 
is not “softer,” he says Jakarta’s view is 
that the producers should go all out to get 
the ITA ratified — and only if that fails re- 
sort to militancy. The minister hopes the 
planned Unctad talks in Geneva in mid- 
June will bring about a means of enforcing 
the sixth ITA. 

Rubber is another commodity dominat- 
ed by Malaysia, Indonesia and Thailand 
(which account for 80% of world exports) 
and part of current fodder for Asean joint 
deliberations. In early May the Interna- 
tional Natural. Rubber Organisation 


forced down the buffer stock price band - 


for the commodity under the United Na- 
tions-sponsored International Natural 
Rubber Agreement signed 18 months ago. 

The Asean producers, angered over the 
move, led the Association of Natural Rub- 
ber Producing Countries (also including 
Sri Lanka, India, Papua New Guinea and 
M eg to a decision to reduce supply by 
10% 

Although Asean officially had no time 
to authorise any common position during 
the rubber talks (the economic ministers 
and rubber producers were meeting on the 
same days), Asean at least noted the 
meeting — implying that its decisions 
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stand is: Kokad among Asean, primari- "f 
ly because of favoured treatment given 
one of its members. Whenthe US Slapped 
‘quotas on sugar. imports early in May, 
both Thailand and the Philippines protest- - 
_ ed vociferously. But with Manila as one of. | 
the US’ traditional sugar suppliers, it re- 
ceived the second largest quota for the 
- price-depressed commodity. Thailand, on. 
-< the other hand, remains out in the cold. 
. The result was a rather weak Asean re- 
sponse expressing "serious concern over . 
_ the destabilising effect of domestic sugar 
olicies.of certain developed countries." - 
.. .Qn textiles, however, the five have al- 
-. ready agreed to a specific set of principles. 
<- to which they will all adhere despite the Di- 
^ lateral nature of textile agreements under 
the Multi-Fibre Arrangement. In this 
- ease, while the economic ministers only 
" stressed that Asean. countries should lob- | 
. byforgreater market im "work to- 
2 gether, in ensuring. s bilateral textile 






By Mary Lee 


Hongkong: Talks between. Hongkong 
and the European Economic Community 
(EEC) on a new textile-restraint 
| ment, beginning on June i in Gen 
expected to be “the most difficult vet" ac- | 
cording to Hongkong's trade commission- ED 
er and chief negotiator, Lawrence Mills. : 
The EEC wants a 10% reduction in: 
kong’s exports in five important. categ 
ries of clothing, minimum growth rate 
all “sensitive” textile and clothing item 
well as an anti-surge mechanism wh 
would prevent the filling of a. pre 
year's unused quotas. But Mills says this 
an attempt by the EEC to make up: or d 
what it failed to secure under the Multi-Fi-- 
bre Arrangement concluded last De- 
| cémber, known as MFA HI. 

First indications ot the “diametrically 
opposed. positions" of the two parties. 
came in mid-April, when preliminary dis-- 
cussions halted abruptly after two days.) 
| The Hongkong team is anxious that “an 

Prominent during the ministers’ Manila’ accommodation“ be reached during thë 
meeting: was talk of using thé November | June talks which are expected to last at. 
ministerial: gathering of- General Agree- | least three weeks "because the industry 
ment on Tariffs and Trade (Gatt) | will have-to start planning soon for next - 

- members to push forward specific Asean 















































B ious repercussions in inter 
P "Even if the EEC 1 


























‘Textile and Clothing I 
ference, “obviously 1 
with quotas altogether 
Duce is unilateral i 
















js December: 1981 agreemetn? Leow as 
MFA HI, senior officials of the Five have 
formulated. an Asean position. - 















Phe iiic team | will be as 
PEE COMIECIBOIGS to produc st 






i 
| 
| — in. ‘particular, France, Britain ane 
| | — textile industries’ unemplo me 
| year's business," Mills said. restructuring problems will be so 
positions on the issues discussed. The | The EEC has threatened to withdraw. | reducing Hongkong's access tc 
Asean ministers drew up a list of “Asean | from the MFA if it fails to secure bilateral | markets. "I don't see m elf being. 
priorities" they hope will béincluded on | agreements according to its mandate, | into making threats of retaliatio 
the agenda. Although extremely broad in | while Hongkong realises it is imperative to | said, “because I don't think we've ; 
i 
| 











. nature, the topics forwarded to the Gatt | fight off the EEC's demaiids for cutbacks | thing to retaliate with. Its fot 
preparatory.committee on May 24 identify | because not only are the-EEC's demands: | ests to do so and anyway that’ 
.those areas of potential Asean action. | “contrary to the acceptable and. balanced | game a at their level. 
“The ira de Biberon dine . MFA III” but acceding to them would set 
ruc ; a disastrous precedent: .Hongkong's other. 

| major trading partners, in particular the. | 
| United States, would want similar reduc- | 
tions. "Some countries have already tried 
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nts. a exporting, andi participants s pani 
hat requests for safeguard actions against. 


arket disruption or a real risk thereof 


| be accompanied by relevant specific - 
l information." Mills said this would - 
"an ur ird de und one exer- | 


Ree cu 


If they havea real oen. we will try and 

find a real solution. We're not in the habit. 
of doing damage to our own textile indus- | 
% of the labour 


try [which employs 1 
force or 382,000 workers] just because the 
EEC says it has problems." Hongkong 


textiles and clothing exports to the EEC in. 


1981 were worth HK$9.9 billion (US$1.74 


|] billion) or 5096. of the territory’ S domestic 
el exports to the- | | 
The unified stand of developing 3 eoun- 
tries i in refusing to allow the EEC to erode - 

a sj their rights under the MFA was a greaten- 


ai couragement to Hongkong, Mills said. 
-| The EEC is seeking a unilateral right to 


| ers in india and "pest 
al quud solutions - 


M Mills said. They ' 
forcement to paragraph - 
in the letters between 

Geneva. The: letters | | tinue 
|. the contacts which involve three parties — | latera 
the EEC fabric manufacturer, the Hong- | r 


no “One "of JAM major 
faces. decline. bed ce 


ree or at e re- 

is being shunned by the de- 

ti ns, judging: from their poor 
he 11th | 


sion of the b 


epared tc improve the sys- 
le so en m ar Third 


bring new products under restraint (the 


basket extractor me chanism), to impose. 


the. anti-surge meot nism ane to say y that 


» Malcolm Subhan writes from  Brus- 
sels: The EEC's textile negotiators were 
feelin g pleased wich themselves at the end 


‘under: the MFA need with Sri 
| Fanka s and Pak iş an 


; ‘the develop- 
T would take a much 


"The c d to have s sewn up 
its first usen hs 1ainly by 


ing eea Ai pes 

for 10 products 
secure their agri 
clause, à slightly rev 
mecha hen and 


a eae in putes garments which are ‘be enefi 
ie | then sold to the community's rr : 


Mills said: 


Hongkong beue the fabrics a are two to | E 


three times more expensive.. Tt may also t 
. mean discriminating i in favour of EEC fa- |. 
brics against those from Japan and the US, 


and a long lead time is required to make | tint 


kong garment manufacturer and the EEC 


| amnporen But we're interested i in the con- 


[ to re-examine some of the GSP's under- 
lying principles. 


| group. Both. ‘the eyed Economic 
a pede and the i a Sta es 


All GSP schemes are autonomous, for | th 


- | example, and as such non-negotiable. 


There is a system of bilateral consultations 


set up by Unctad some years ago, but it is: 


limited to an exchange of views, le; 
the industrialised countries free to opera 


| their schemes largely as they like. Accord- 


ing to Figueredo, because of the GSP's au- 


tonomous; nature the schemes contain ele- Ep 


aie ever, an attempt. by the so-éal 


Group of 77 developing countries to gi e 


the GSP “a permanent and legal sta 


was et opposed by all industri is " i 


: so called for machinery for multi- 
consultations, which would.review. 
all restrictive measures inchidigi p guota 


se | and dtd 
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Subscribe now and we'll deliver twelve 
months of the Asian Golf Di 

home or office. It's the easie 

abreast of the most excitin 

and regional golfing news. 





Circulation Manager, Asian Golf Digest GPO Box 47 HONG KONG. 
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MISC is making waves around the world ! 


You'll find the MISC fleet carrying every 
type of cargo to over 40 of the world’s 
major ports. The Malaysian Interna- 
tional Shipping Corporation is going 
full speed ahead to serve the shippers 
of the world! 


Today MISC offers conventional 
and container service, and parcel 
tankers between Europe/ USA and the 
Far East. General and Refrigerated 
container service to the Middle East. 
Plus woodchip, bulk, oil and ore 
carriers on Pacific and Atlantic routes. 


To get your cargo all the way to 
your consignee, MISC has container 
feeder ships, unitised and general cargo. 





The MISC "armada" offers a wide range of 
specialised | services for | international 
shippers around the world. 


coasters between West/ East Malaysia 
and other ports in South East Asia. 


A total of 35 modern vessels with 
two new Panamax bulkers coming into 
service in 1982 — and plans for more 


container ships. This growing fleet offers 
dependable delivery, fast documentation 
and personal attention to your needs. 


For more information contact our 
Agents, Europe Office or MISC Head 
Office at Wisma MISC, 2 Jalan Conlay, 
Kuala Lumpur, Malaysia. Tel: 428088 
(20lines. Tlx: NALINE MA 30325, 
MA 30428, MA 31057, MA 31058. Cable: 
'MALAYASHIP KUALA LUMPUR’, 


MISC aa 


Malaysian International Shipping Corporation Berhad 
( The national shipping line of Malaysia) 








MISC FAR EAST OFFICES Japan: Room 816 Togin Building, 1-4-2 Marunouchi, Chiyoda-ku, Tokyo 100. Tel: (03)287-2431 Cable: MALAYASHIP TOKYO Tix: 222 2124 
NALINE J. Singapore: c/o Leo Shipping Pte. Ltd.. 10th Floor, Bangkok Bank Building, 180 Cecil Street, S'pore 0106. Tel 02-2201522 & 02-2200997 (Direct) Tix: RS21471 


MISC FAR EAST AGENTS are in the following countries — Australia: Adelaide, Brisbane, Burnie, Fremantle, Melbourne, Port Adelaide, Sydney. Brunei: Bandar Seri Begawan 
Hong Kong: Hong Kong. Indonesia: Jakarta, Belawan, Medan, Tanjung Priok. Japan: Kobe, Kushiro, Moji, Nagoya. Naha, Osaka, Otaru, Shimizu, Tokyo, Yokohama Macau: 
Macau. Malaysia: Pen M'sia, Sabah. S'wak. Philippines: Manila. Singapore: S pore Korea (Republic): Busan. Inchon, Seoul Taiwan: Kaohsiung, Hualien, Suao, Taichung, 


Keelung. Taipei. Thailand: Bangkok. Phuket 
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What more can you ask for? 
What do you demand of an executive performance car? Be sure the Saab 900 
Turbo Sedan has it. 

Classic lines to set the right tone. 

A turbo-powered engine to thrust you effortlessly ahead when it's time 
to pass. 

Ergonomically-designed, heated front seats. 

And rear seats from leading furniture manufacturer Dux of Sweden. 

Filtered fresh air intake and sound insulated interior to take the stress out 
of driving. 

Front wheel drive, rack-and-pinion steering and optimum weight distribu- 
tion to put the joy back into driving. 

Crush zones front and rear, and a dozen other important safety features 
built into the basic design. 

Perhaps the most incredible feature of the Saab 900 Turbo Sedan is the 
fuel economy 10 litres/100 kilometres. This is made possible by the turbo engine. 

The Saab 900 Turbo Sedan combines economy with pleasure. 

In fact we could fill this page with advantages like this. But it is only when 
you seat yourself behind the wheel of a Saab 900 Turbo Sedan that you begin to 
appreciate just how much thought has gone into its design. And if you notice that 
its clean, elegant lines attract the admiration of passers by, so much the better. 








A product from Saab-Scania, Saab Car Division, Nykóping, Sweden. 





HONG KONG. JAPAN MALAYSIA. SINGAPORE. TAIWAN. 


Swedish Motors Ltd. Seibu Motor Sales Co. Ltd. Aspatra Motors SDN BHD. Aspatra Guan Hoe PTE Ltd. Scandinavia - Asia Corporation. 
Sunning Plaza 3-1-1, Higashidkebukuro, 366-368, Jalan Ipoh, 14 Hill Street, 510, Chung Hsiao E. Rd., Sec 4, 
10-12, Hoi Ping Road, Toshima-ku, Kuala Lumpur. Singapore (0617). Taipel. 

Causeway Bay. Sunshine 60, 32 Floor. 


Tokyo 170. 








g ° | THE policies and behaviour of the 
_| Monetary Authority of Singapore (MAS), 
particularly since its revamp in 1981, have 
-| seldom been clear even to top bankers. 
Lately questions are being asked over 
_| what the government's prime-rate policy 
pis, and indeed whether the quasi-central 
{bank has decided on a direction. Latest 







.| moves indicate the government is shaping 


.| monetary policy to aid the financial sector 
| at the expense to some extent of manufac- 
| turing and exporting. 
. It was clear that between last October 
_| and March this year the MAS was inter- 
 vening in the money market to depress the 
| prime rate. This followed exporters’ 
Bi claims that they were hit by the strong Sin- 
| | Currency, which began rising 
currencies early in 1981. 








IB s had fallen to 9-10% from 

more than 1496 in October. The lower 
| rates were also aimed at stimulating do- 
| mestic investment. Since April, however, 
rates have begun rising again to around 
7 10-11%. Bankers attribute the rise to 











culative purposes) and a fall in deposits 


| mestic interest. fates: were seen to be tak- 
ing their. toll. EC 
| There is speculation that MAS has been 


| intervening to raise prime rates though no ` 


| banker would publicly: say so. Two signs. 


| pointed to MASi inte rvention (and a delib- 


che 


| was renewing fewer swaps (supplying lo- 


| cal dollars to thé market in exchange for 


US dollars), which it had used as an instru- 

ment to keep tlie money market liquid. 

MAS was also beginning to withhold from 
| the market significant government funds 
. used for such pw i 
| come from the Centr: 
] and statutory boards! 
| Informed sourtés sa 
 been.a reversal from (hedow prime-rate 
| policy. Beginnin ; 
| capital outflows to countries offering bet- 
| ter rates occurred! But ‘more important, 
| depression in the operty. market (no 
longer a hotbed for speculative funds) 
| helped the outflow. The’ government's 
first quarterly report cites external capital 
movement figures “as beir "unavailable. 
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apore dollar 
t h in Apel fll to a seven-month low 


es. The MAS 


rime lending rates of | strong currency. In recent years the Singa- 


ness in the money markets, arising - 
increased borrowings (largely for. 


h banks and finaríce companies. Capi- | ri 
OUR began around this time, as 4“ 


a banks outside ‘Singapore. Thus low: 'do- 


poses as swaps and which | 
ent rovident Fund |: 
Bo CE. tion and interest arbitr. ge. 
jere has indeed | 


"March, substantial: 


Ss MEA pote dolar rose 8- | tr T 














e SIX years of ne 
structuring of Ha 
Er. piantati id 


made an effort to aid exporters with a spe- 
cial rediscount rate of 7% on export bills, 
but it appears the institution is not pre- 
pared to see the local currency lose its 
strength in the cause of exports. The fi- 
nancial sector, which last year formed the | 
largest component of gross domestic pro- | 
duct (GDP) at 27.3%, grew only 12% in 
the first quarter of this year compared to 
18% in the same period last year. This | 
might have come as a minor shock to the 
MAS, headed by Deputy Premier Goh 
Keng Swee, who is determined to make. 
. Singapore a major financial centre. The 
MAS apparently feels that in the absence 
| of a favourable investment climate, and 
given the depression in the property and 
4 stockmarkets, capital flows can be attract- 
"ed only by higher interest rates and a 


























pore currency has been one of the strong- 
est in the world — and Singapore’ has. | 
developed a range of local currency-de- 
nominated instruments equal to or better 
than Hongkong or Tokyo. But the instru- - 
ments are no good without: eer nan ie 
incentives. ^ 
. Lowering the- prime rate appeared to 
€ sense when, he economy was expe- 
ious di wntu due to fite o 
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T Investors, too, are: acting as: ifa( 

| offer is just. around. the corne 
| price on the London Stock Excha 
| 9 p last week to close at 141-p, ma 
overall. decline of Al p from this. 





















tion rose : to 9. 39, frott 5.7%. E prime 
rates’ coupled with. high loan demand | HME 
seemed to fuel mainly non-productive seco | HMI 

tors — plus capital. Outflov for specula- |. Th 





















- The decision to raise prime rates is un- 
dérstandable: but there is: no assurance | 
that current interest rates here will reverse | a) 
the capital flow. How high interest. rates | ^ Tr 

will rise — and bankers think the prime |c 












| rate will probably not rise significantly ec a 






above 11% in the short term — will de- 
pendon the strength ofthe Singapore dol- 
lar as well as an improved investment cli- 
mate. ‘Despite the misgivings: ‘of manufac- |: 
 turers and some economists over the ap- 
parent: de-emphasis of. manufacturing, 
promoting the financial sector makes i co 
some ense when. e c uring invest- + tober 
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D By Philip Bowring 

E ‘ . Sydney: Foreign banks which have been 
Li = savouring the prospect of being able to 
s .. open up officially in Australia could be in 
^ for disappointment. Expectations have 
5 .. been keen ever since the Campbell Com- 
3 mittee inquiry into the operation of the 
A Australian financial system was set up in 
- 1979. The committee duly reported last 


. Surprise, general liberalisation of the fi- 
. nancial system, including allowing foreign 


. managed basis. 
However, nearly nine monthé after the 
NW . report, itis clear that any action on foreign 


£x 


— eral election. Meanwhile, moves being 
s . made on other Campbell recommenda- 
is could undermine foreign institu- 
- tions’ existing stake in the Australian fi- 
= nancial system — mainly through mer- 
ae chant banks... 

"The government of brim Minister Mal- 


= election. An Australian Labor Party ad- 
t JP ministration would probably abandon the 
iy _ Campbell report and its liberal notions. 
.— And even a returned Liberal government 
x mi light be less disposed to foreign entry 
__ than is Treasurer John Howard at present. 
jM If the economy enters a prolonged period 
b of low growth, the liberal instincts behind 


i 2 . Campbell may wither. 
— — —Last month Howard indicated that a dii 


- would not now be made until the August 
. budget. Even then, a definitive statement 
aie on foreign banks may not be forthcoming 
A. 
S m is believed to favour a step-by- 
| response to Campbell's many sugges- 
. tions for change throughout the financial 
A sector. But meanwhile, Howard has quiet- 


— alisation by reducing certain constraints 
the banks. This has started an erosion 
ae the competitive position of the mer- 
F P. chant banks which had established a niche 
AM in the market, through operations from 


ET offering new and more sophisticated 
rvices such as currency hedging. 
They have been growing rapidly partly 








e ly because of greater public aware- 
ES. ness, in a tight money situation, of the at- 
4 irikfion of high interest rates. Heavy for- 


. also increased demand for their hedge fa- 
cilities, as well as for the foreign funds 
X . they have brought in via their offshore 
ne . subsidiaries. — 
E | . Mtthe process of pbereisstin of what li- 





ae er * - —— Qs 


$i lis amne asi nip the merchant banks 


d wo-way sq ueeze 
. Foreigners have less chance of penetrating Australian banking, 
a E more chance of coming unstuck in their existing operations 


(oci — recommending, to no one's 


an banks to enter on a gradual, carefully. 


= bank entry is unlikely before the next gen-. 


A Fraser will be pushed to win the next’ 


. tailed government response to Campbell. 


ee ly made some major moves towards liber- 


^ which. licensed banks were excluded 
E, .. (short-term interest-bearing deposits) or 


) x pups of their own innovations, and. 
A p 


. eign borrowing by loca] corporations has. 


- . eensed banks can-do, which Howard has 


may find their banking business uncom- 
petitive. 

The future of the merchant banks links 
directly to the issue of foreign entry to li- 


censed banking, because most of the mer-’ 


chant banks are wholly or partly foreign 
owned. Of the 26 member institutions of 
the Australian Merchant Bankers Asso- 
ciation, 16 have 50-100% foreign owner- 
ship. Approximately 45 foreign banks are 
represented by equity. In addition, a 
much smaller number of foreign banks 
have stakes in finance companies (most of 
the big finance companies are subsidiaries 
of licensed banks). 

Howard announced recently that trad- 
ing banks would now be permitted to pay 
interest on fixed deposits of A$50,000 
(US$53,190) or more for 14-30 days. Hi- 
therto the licensed banks had not been 
able to pay interest on such deposits of less 





Sydney city centre: JTeIgners want an entry. 


than 30 days, which enabled the merehant . 


banks (not so constrained) to develop a 


short-term money market and their own 


fundingbase.  . 


. The minimum period over which trad- 
ing banks are permitted to pay interest on ` 


deposits under A$50,000 has been re- 
duced to 30 days from three months. This 
has helped banks to compete for retail 


deposits with new instruments developed © 


by other intermediaries — notably the 
fast-growing cash-management 
dese by merchant banks. 


divatd also raised interest rates on 


loans subject to control — housing loans - 
and overdrafts of less than A$100,000. 


And he reduced the percentage of savings- 


bank assets which must be held in govern- 


ment securities (thus releasing more funds 
for housing loans). As a further help to the 
trading banks it was later announced that 
interest rates paid on statutory reserve 


deposits (SRDs) would be raised from - 


2.5% to 5%. These are deposits which 
banks must keep with the Reserve Bank. 
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amounts to a tax on deposits, but the re- 
cent move improved trading banks' com- 
petitiveness vis-a-vis other intermediaries 
which are not subject to the SRD require- 
ment. Further narrowing of the gap be- 
tween SRD and market rates is expected. 

The measures announced by Howard 
were all recommended by the Campbell 
report. They will: 

» Enable depositors to receive a better 
return on their money. 

» Raise the overall costs of funds to the 
banks, which hitherto have not been pay- 
ing interest at all on a very large chunk of 
their deposits. 

» Significantly reduce the competitive 
advantage of merchant banks and finance 
companies without. offering them any- 
thing in return. 

In the longer run the overall impact 
could be to put pressure on bank margins, 
currently among the highest in the world, 
but also to help the banks increase their 
market share. At present, banks are in the 
comfortable position. of having a very 
cheap funds base but. have been con- 
strained from competing hard for deposits 
by restraints on lending. 

The moves have already started to 
Squeeze | merchant 
|| banks’ profits. These 

institutions now fear- 
- — | that sooner or later all 

Ap restrictions on inter- 
_est paid by trading 
"banks will be abo- 
lished, This, together 
with alleviation of the © 
SRD burden, will 
give the commercial 
banks a competitive . 
advantage, say their 

-"rivals; as the liquidity 
j| non-banks must keep - 
Ma | is no less onerous 

'p. Je ttiam that of the li- 
^ (;eensed banks. 
< Meanwhile, they point out, the Reserve - 
Bank's implicit-ptotection of depositors 


_ with licensed banks méans that these 


banks’ cost of funds is lower. All licensed 
banks, whatever. theif"size or capital 
ratios, pay the, sáme"rate for money- 
market funds: Allpay: about half a percen- 
tage point less than any"of the merchant 


banks, even though several of the latter 


are wholly owned'sübsidiaries of major in- 
ternational banks such'"as Barclays and 
Bankers Trust. 

In the end, mérchant banks could find 
their whole banking operation uncompeti- 
tive, forcing them to rely. on fee-based ac- 
tivities to survive. Meanwhile, they could 
also lose some of thi ir Currency hedging 
business if banks are iven more leeway in 
futures transactions; while keeping their 
monopoly on spot transactions. 

The other side of the bank liberalisation . 
coin was supposed to be easy entry into li- 
censed banking to create more competi- 
tion. Campbell enyisaged many new en- 
trants, and increased specialisation within 
the ranks of te licensed. (The Australian 
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trant into basking for many ye 
peared to be in this mould, aiming to en- 
joy the wholesale approach of the mer- 
chant banks with the advantages of a li- 
cence.) However, there is a very limited 
number of local candidates for entry. 
They include pastoral companies which al- 
ready carry out quasi-banking functions in 
rural areas and building societies which 
have retail outlets and are likely to streng- 
then their networks through mergers. But 
local institutions are unlikely to move till 


they know what will happen to the foreign © 


banks. (Ironically, last year's two mergers 
among existing licensed banks were partly 
prompted by concern over the foreign 
competition they expected Campbell 
would bring.) 

The report acknowledged the impor- 
tant role that foreign banks could play in 
providing instant competition to the exist- 
ing big banks. But it made no specific re- 
commendation on whether foreign banks 
should be allowed to establish branches, 
or required to incorporate locally and if so 
whether local equity ownership would be 
required. A long delay on the foreign en- 
try issue looks inevitable even if the 


government makes up its own mind on the 


question. 

Foreign bank entry effectively requires 
a change in the law. (Existing laws on 
bank shareholdings would require consor- 
tium arrangements too complex for for- 
eign banks to contemplate.) But with the 
somewhat nationalistic Australian Demo- 
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Howard: major moves. 


crats holding the balance of power in the 
upper house, Fraser may well not want to 
try to push through banking law changes 
until after the next election. 

The general opinion in the industry and 
among politicians is that the best the for- 
eign banks can probably now hope for is 
local incorporation, and a degree of ac- 
ceptance of local minority shareholders. 
In which case, the foreign merchant banks 
with whole or part foreign ownership see 
themselves as ideal candidates for bank li- 
cences. At one stroke this would solve the 
merchant banks’ dilemma, enlarge the 


| Ss T ren into the system. - 











The merchant banks themselves, ho 
ever, require extensive rationalisation. - 
Australian licensed banks have ge 
ous, mostly minority, stakes in merchants 













quired licences. Australian participatióde 3 
is a thorny issue already. Several foreign- _ 
controlled merchant banks are known to; 5€ 
want to rationalise shareholdings with ma- UH 
jority shareholders buying out smaller . 
ones but they need official approval if the E. 
buyer is non-Australian. For example, | i. 
Bank of America (BA) would like to buy -— 
Kleinwort Benson's 26% stake in BA” A E 
Australia. Canberra wants BA to findan — 
Australian buyer. But the licensed banks | de 
do not want yet more minority stakes in i 
merchant banks. And other poset g 
Australian investors are unlikely to come i 
forward while there is still so much doubt | = 
about what will happen to these institu- — 
tions, or to foreign entry generally. = 
The liberalising measures that Howard — - 
has introduced were inevitable. They ; $e 
were a consequence of new realities which — 
had emerged in the financial sector and — E 


which Campbell recognised. But progress - 












on liberalisation while the question of in- d 
creased participation is at an impasse . - 
would be a lop-sided situation and could — 2 
create a lot of problems for the non-bank - ir 
sector. It would also upset the foreigners - be 
who had been expecting much "rom E 
Campbell. 
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used to family-run t busiveeses are re caudhit oft und by the 
ime of a bitter boardroom battle at Jalaprathan Cement 


aisal Sricharatchanya 
Ok: In a country which has rarely 
orporate takeovers or boardroom 
ffles, the surprise ousting of the largest 


reholding group from publicly listed 


iprathan. Cement's board of directors 
month has sent ripples of anxiety 
gh the local business community 
1, to a large extent, is still controlled 
d operates along family lines. 
ring the company's annual general 


in mid-April, outgoing directors 


senting the Asia Trust Bank family 
sought re-election. were voted out in 
balloting which effectively retained 


t listed companies. 
had no raais any pe 


| “company pos 


t importanti item on ix 


T toned bs y ehesA Vila 
been uninterruptedly owned by Ayala 


circles as “Johnny Ma," who heads the - 


Asia Trust Bank plus a string of finance 
companies, property enterprises and the 
Bangkok Entertainment Co., which oper- 


ates Bangkok's popular Ch an inel 3 TV sta- 
tion. E 


Informed sources told the REVIEW that | € 


the secret ball 


mental in givin 
D RE a landslide Vict 


dueno reis ode bye nohe 15i 


tonnes. 


There was unanimous agreement from 


tie over the POS ae expansion. |. 
| b mid-April, the group's holdings have in- 


ng; under which votes | 
were counted. by the number of shares - 
held by those. who were present at the - 
meeting or through proxies, was instru- ` 
ing the Somphob-Rachot 


IEW. that in ‘slightly o over a ied from 


d. creased from nearly 35% to nea 


Interest in Jalaprath 


th | greatly following - the "ite publicsed 
m | eStock Ket ou " 


s prospect of i! e a 
e event of » trapi 


n 


“In the Review of April 23 it was’stated th 
ni of the 31st floor of Bank at^ America 


one hi 


gust 1981. The various Carrian-relate 
cerned the 30th floo 2 
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ank in 
New Zealand 


You and your clients can tap 
an exceptional resource in 
New Zealand, simply by 
calling us in Singapore, 
Tokyo; or in the other 
world financial centres 


banking is handled through 

us. This leadership position 

makes us the best equipped 
bank to serve you, here and 
around the world. 

No matter where 





where we have offices. you are based in Asia, if 
Bank of, New Zealand is the it involves business in 
country's largest trading New Zealand, call 
bank: more than 40% of the nation's Bank of New Zealand in Singapore. 


Bank of New Zealand, International Division 


Head Office: PO Box 2392, Wellington, New Zealand. Telex NZ 3344. 
Singapore: Suite 3105/7. 3I floor. OCBC Centre Chulia Street, G.P.O. Box 3507. Singapore 0104. Telephone: 2226914, 2226915. Telex: RS 22149 
International Óffices at Sydney, Melbourne, Brisbane; Perth, Adelaide, London, Los Angeles, New York, Singapore, Fiji, Tokyo. 18-1 
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s E By Frieda Koh 
a . Singapore: A long tussle between two of 
| 3 Singapore's top local banks, Overseas 
- —Union Bank (OUB) and United Overseas 
—— Bank (UOB), for a significant stake in the 
= promising Asia Commercial Bank (ACB) 
$5 . has ended ironically. OUB has bought its 
U -competitor’s 9.25% stake in ACB — a 
. twist which sparked speculation as to why 
E UOB surrendered a prize it had sought 
since 1978. 

x vh UOB, Singapore' s largest banking 
. group in terms of assets in 1980, sold its 
= ACB stake, purchased through its asso- 
. ciate UOB Investment Holdings last Oc- 
E tober, to Overseas Union Enterprise, an 




















$ pe 296 of ACB. 
Overseas Union announced the pur- 
M of 4.6 million ACB shares for S$22 
- million. (U$$10.5 million) not long after 
Pm _ OUB’ s managing director, Lee Hee Seng, 
E as invited by the ACB board to become 
its chairman. Cash for the acquisition was 
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P new Overseas Union shares valued at S$8 
each — à discount to the market price of 
$$8.20 — underwritten by Asian-Ameri- 
can Merchant Bank Ltd. 

The ACB shares acquired by Overseas 
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i __ STOCKMARKETS 


A E ByA Correspondent 
- Jakarta: The usually dormant Jakarta 
FE Stock Exchange is again being awakened. 
; ay ` Semen Cibinong, a cement manufac- 
_ turer, has just offered its shares to the In- 
lonesian public for the second time — 
meeting healthy oversubscription — while 
E P Unitex, an integrated textile manufac- 
© Sahl is about to go public despite the 
present slowdown in the industry. 
- Cibinong offered the public another 
È ou, 980 shares held by International Fi- 
TA nance Corp. (IFC) of the United States. 
- As a result, IFC’s shareholding was re- 
dk .. duced from 15.6% to 9.6%. Gypsum Car- 
- rier, a subsidiary of Kaiser Cement Corp. 
p of California, retains its holding of 42.8%, 
D . while PT Semen Gresik, a state-owned ce- 






meet wu 


. . ment company, increases its shareholding 

. Slightly from 35% to 35.4%. 

~. .. The purpose of the Cibinong issue was 

-~ to comply with the government's require- 
Ah 


. ment to increase Indonesian ownership 
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A E esc s Overseas Union Bank wins the fight for- 
b: pres in up-and-coming Asia Commercial Bank 


associate of OUB, which now holds 


* raised through the issue of 2.75 million: 


gradually, in this case from 44.6% to 


















Union were valued at S$4.78, the $$4.50 
which UOB Investment Holdings paid last 
year plus a carrying cost. The deal, there- 
fore, involved no visible loss for UOB. It 
raises considerable interest, however, as 
to why UOB's chairman, Wee Cho Yaw, 
should give up his long-coveted stake in 
ACB, Singapore's ninth-largest bank with 
a representative office in Indonesia. Sin- 
gapore banks are said to have difficulty es- 
tablishing themselves there and both Wee 
and OUB's chairman, Lien Ying Chow, 
are rumoured to have considered expan- 


sion plans in Jakarta. 


The common theory is that the Mone- 
tary Authority of Singapore (MAS) tacitly 
showed its preference for OUB as a larger 
shareholder in ACB. OUB, through 
Overseas Union, already had a 9.9% in- 
terest in ACB before the latest acquisi- 
tion. Bankers say OUB was preferred be- 
cause its rival already has control of two 
other banks. It owns Lee Wah Bank and 
has 80% control of the Chung Kiaw Bank. 

This theory has a serious flaw, however. 
Why did the MAS not tacitly discourage 
UOB’s purchase of the ACB shares last 
October when OUB was also bidding at 
the same price? It also seems unlikely that 


i More grist to the mill 


| The normally sleepy Jakarta exchange is again 
3 sfreshed by public share offerings 


51%. With the issue, the company has 


been able to obtain approval from the Ba- 


dan Koordinasi Penanaman Modal (In- 
vestment Board — BKPM) to start pro- 
ducing moderate-heat cement, which is 
used in heavy construction, and to expand 
production capacity from about 1.2 mil- 
lion tons to 1.8 million tons. 

The Cibinong issue on May 10 was at 
Rps 16,750 (US$25.77) a share, up from 
Rps 10,000 when the company went public 
in August 1977. Although earnings per 
share declined from Rps 3,404 in 1980 to 
Rps 1,966 in 1981 owing to termination of 
the company's tax holiday at the end of 
1980, dividends per share increased from 


‘Rps 1,500 in 1980 to Rps 2,750 in 1981, 


giving a yield of 16.6% last year (Com- 

pany results, page 77). The issue was over- 

subscribed by 154% with individuals tak- 

ing 42% and institutions 58% on an allot- 

ment basis. 

ELS "nal. 3 Japanese E venture — 
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-| UOB building: questions over a prize. 











the central bank would show its prefer- 
ence for one bank over another, both be- 
ing highly reputable. 

While ACB officials and OUB manag- 
ing director Lee declined to explain why 
the sale took place and UOB chairman 
Wee.was not available for comment, it is 
thought probable that Wee felt his chan- 
ces of making further inroads into ACB 


will meanwhile be the 11th company to be 
listed on the Jakarta Stock Exchange. The 
company, established in mid-1971, em- 
ploys 1,023 workers and produces about 
17 million yds of polyester-cotton blend 
fabrics a year. The company plans to offer 
20% of its shares to the Indonesian public. 

Following this, Unitika:of Japan will re- 
tain 28% and Marubeni Corp. of Japan, 

Private Investment Co. for Asia (Panama) 
and IFC will have stakes of 16%, 12.8% 
and 12.8% re sperie pasi in the case of 
the other listed companies, Unitex by go- 
ing public was able to obtain BKPM ap- 
proval to expand its current- production 
capacity to 21.8 million yds of fabric a 

ear. 

The 733,500 shares offered to the public 
will be underwritten by PT Inter Pacific 
Financial Corp. and co-managed by PT 
Danareksa, PT Multicor and PT MIFC. 
With a price of Rps 1,500 a share the com- 
pany is valued at about Rps 5.5 billion. 
Unitex was able to revalue its fixed assets 
by Rps 4.5 billion in 1981 resulting in net - 
fixed assets of Rps 8.8 billion in December 
31, 1981. Rps 890 million of this revalua- 
tion was capitalised tax free, increasing 
share capital from Rps 2 billion to Rps 2.9 
billion. Net profit has grown steadily since. 
the mid-1970s, reaching Rps 1.63 billion in 
dot giving earnings per share of Rps 
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were slim. Financial considerations can- 
not be ruled out, however. 

It is rumoured that ACB’s board was 
not entirely happy with the sale to UOB 
last year, though then ACB chairman, 
Ang Keong Lan, is said to be close to 
Wee. UOB bought the shares from Ma- 
layan Feedmills, controlled by Ang. The 
announcement of the acquisition came 
soon after ACB's board of directors pub- 
licly proposed the appointment of OUB's 
Lee as its new chairman to replace Ang, 
who resigned last month after pleading 
guilty earlier this year to contravening the 
Banking Act. 

The proposal to appoint Lee as chair- 
man, which he is shortly expected to for- 
mally accept, is seen by bankers as an im- 
age-cleaning job. ACB, and former vice- 
chairman Tan Kim Chua as well Ang, 
pleaded guilty to various charges of con- 
travening the Banking Act by granting un- 
secured advances to Tan and extending 
credit facilities above the legal limit. 

ACB stands to gain from Lee's reputa- 
tion and expertise, particularly now that 
Overseas Union has a 19.2% stake in the 
former. Sources say OUB has no intention 
of relinquishing that stake, even at a 
higher price, adding that there is a gentle- 
man's agreement between OUB and the 
other ACB shareholders that the former 
would be given first right of refusal should 
any shares be offered for sale. The Ang 
family holds a 31% stake in ACB. 

The other significant shareholders in 
ACB, sources say, are local millionaire 
Goh Cheng Lian with 21%, Taiwan’s 
C. C. Chen group with about 10% and un- 
named Hongkong interests with about 
15%. OUB, however, has yet to publicly 
indicate whether it will aim for a larger 
slice of ACB. Overseas Union's 19.2% 
štake is just short of the 20% trigger point 
at which it would be obliged to make a for- 
mal takeover bid for all outstanding 
shares. 

The price Overseas Union paid for the 
atest acquisition reflects the high rating 
ziven to ACB. Based on estimated earn- 
ngs growth of 15% in 1981, its price-earn- 
ngs (p/e) ratio for that year was about 45, 
high by average financial-p/e- figures in 
Singapore. 
AR EASTERN ECONOMIC REVIEW 4 MAV 20 100% 
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PAL optimistic 

Philippine Airlines’ (PAL) net loss 
widened to P595 million (US$72.5 mil- 
lion) in 1981 from P394.8 million in the 
preceding year, but the company is op- 
timistic it will be back on the profit route 
before 1982 is over. During this year's 
first quarter, the net loss was P60 mil- 
lion, substantially down from the P202 
million during last year's comparable 
quarter. Indeed, minus finance charges, 
PAL was in the black by P15.6 million in 
the 1982 first quarter, a turnaround from 
the P 138.4 million net loss (less finance 
charges) in the same period last year. Fi- 
nancing charges alone — amounting to 
P498 million last year or more than dou- 
ble the preceding year's P246 million — 
accounted for roughly five-sixths of the 
1981 net loss. Voicing optimism about 
near-term prospects, the company 
singled out one positive factor: the re- 
cent signing of a Philippine-Saudi Ara- 
bian air agreement which allows PAL to 
fly from Manila to Dharan and back 
three times a week. This, according to 
the company, will give PAL a “signifi- 
cant share” of the plentiful passenger 
traffic involving Filipino workers in the 
Middle East. — LEO GONZAGA 


Hitachi's breakthrough 


Japanese electric and electronics com- 
pany Hitachi has reported a 10% rise in 
total sales to ¥2.14 trillion (US$9 bil- 
lion) in the year ended Mar. 31, breaking 
through the ¥2 trillion-level for the first 
time. Net profit was ¥66.8 billion, up 
8%. Brisk demand in both domestic and 
Overseas markets contributed to the 
sales increase. For example, sales of 
¥ 290 billion (15% up) were reported for 
computers and ¥206 billion (25% up) 
for semiconductors. Video tape-re- 
corder sales showed a remarkable two- 
and-a-half fold increase to * 165 billion. 
Despite sluggish economic conditions in 
the West, Hitachi's export business rose 
27% to * 699.6 billion, accounting for 
31% of total sales. The company re- 
ceived ¥6.8 billion in net interest in- 
come and ¥2 billion in foreign-exchange 
profit owing to the depreciation of the 
yen. Net profit per share was Y24.17, up 
from *23.15. The dividend was un- 
changed at ¥7 but the previous year's 
pay-out included a *memorial dividend" 
of ¥1. The company expects continued 
growth. — KAZUMI MIYAZAWA 


Softer cement 


PT Semen Cibinong, one of the main ce- 


ment manufacturers in Indonesia and 


the first joint-venture company to be list- 
ed on:the Jakarta Stock Exchange, has 
reported a 42% drop in after-tax earn- 
ings to-Rps 12 billion (US$19 million) for 
the year ended Oct. 31, 1981. Earnings 
per share dropped to Rps 1,966 in 1981 
from Rps.3,404 in 1980. The main reason 


| COMPANY RESULTS | 


behind the decline was the ending of the 
company’s tax holiday on Sept. 30, 1980. 
As a result, taxes jumped to Rps 5.24 bil- 
lion in 1981 from Rps 363 million in 
1980. 

Nevertheless, the company increased 
its dividends per share to Rps 2,750 in 
1981 from Rps 1,500 in 1980. This could 
have been part of efforts to prepare the 
Indonesian investor, who is dividend- 
sensitive, for the recent second offering 
of existing shares to the public. With an 
eye to further increases in cement manu- 
facturing capacity in Indonesia, as well 


as continuing world recession which has 


adversely affected the export market, 
the company is putting more emphasis 
on the production of new types of ce- 
ment with higher margins which also are 
not manufactured locally, namely mod- 
erate-heat and sulphate-resistant ce- 
ment. — A CORRESPONDENT 


Teijin on the move 


Japan's leading manufacturer of synthet- 
ic fibres, Teijin, has reported a sales in- 
crease of 2.6% but a net profit decline of 
11% in the year to Mar. 31. Sales to- 
talled ¥460.9 billion (US$1.9 billion) 
and net profit ¥5.4 billion, the company 


said. Profit declined despite stable raw | 


materials prices and lower interest rates, 
as well as improved sales of polyester 
fibre to meet firm domestic demand. 
However, as part of a programme of re- 
viewing unprofitable operations, the 
company spent Y 10 billion on withdraw- 
ing from the polyester business in Spain. 
The dividend was unchanged at ¥5. For 
the current year, the company has pre- 
dicted an 11% rise in profit. 

— KAZUMI MIYAZAWA 


Profitable property 


Singapore Land, the republic's blue-chip 
property company, announced an 82% 
gain in its pre-tax profits for the six 
months ended February 28, to $$5.6 mil- 
lion (US$2.7 million), a gain of 67% 
over the corresponding period a year 
ago, and a 22% gain in management 
fees, to S$1.9 million. Interest income, 
reflecting increased spending on new de- 
velopment schemes, fell by 24% to 
$$883,000. — PATRICK SMITH 


Ford in the fast lane 


Ford Australia posted a major improve- 
ment in net earnings, to A$49 million 
(US$52 million) in the year to Dec. 31, 
1981, compared to only A$283,000 in the 
previous year. The group’s share of the 
vehicle market has increased, with 
132,847 units sold in 1981, compared 
with 109,732 units in 1980. Total 1981 re- 
venue reached A$1.13 billion. The inter- 
est bill dropped substantially to A$10.7 
million, compared to A$18.9 million in 
1980. A dividend of A$38 million was 
paid to the group’s troubled American 
parent. — BRIAN ROBINS 
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Prices drifted downwards as overseas buy- 


ing support dried up. Light démand for 


scrip. combined with little overall interest. 
in the market resulted in the Australian — 
All-Ordinaries Index closing at 505.9, a 
loss of 10.6. If present trends continue, 
[ prices are set to drift still lower as local in- 
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| market. A nümber of overseas investors, 
x: including. one large Hongkong-based in- | 
dp vestment fund, have invested millions of | 


z -Misu Real Estate 
1d Mitsukosti 


NonoAN.C.R 


Nomura Securities 
N. YK 

Olympus | 
Pioneer 

Ricoh. 

Sanko Steamship , 
Sankyo Phar wi 


^ SanwaBank-. 


- HawPar 
. Heong Fire un 


inchape 


. Bland & Pehesdar à 
dacksint 


KLKepong —— 
Keppelomp < 


Malayan Barkig 
Malayan Breweries: . 
Malayan Tobacco 


$o Mui l 
_ Metal Box Singapore 
MEH: 


Sekisur Pretab Homes 


“Nationat iron 
fi Borneo Timbers 
OCBC 
Fan Elecine. . 
| Peg Malaysia 
she (7 
Sime Darby 
Singapore Land 
v Strats Steamship 
Straits Tenes 
Straits Traing 
fractos oos 
. ÜntedEngneers 
VOR 33 
- United Overseas. and a 
Wearne Bros E 


Ver. the peri c 
lities. ‘Spilled. over 


d. 










URN. ae) 


chung Chim. The commissioner for secur- 
ities said it was “premature” for the Far 
East and Kam Ngan exchanges to grant a 
listing for the shares when insufficient in- 
formation” was available about the com- 
pany. At the company’s request, New Era 
was suspended from May 21, after a spurt 
of heavy trading. ) 


Tokyo | 


The market was sluggish throughout the 
period, with low volume and a downward 
drift in prices. May 24 saw the second low- 


est volume of the year at 130 million | trading, compared to only three days in | cently, dominated among actively traded - 
shares, with the Nikkei-Dow Jones Index | the period before, turnover was only 1.5 | issues. Singapore Land, which announced M 


closing at 7,468.28, down about 150 
points. No sectors reacted to any stimulus, 
even a temporarily stronger yen. Blue- 
chips had started to rise early in the period 
but later faded. | 


Seoul 


After rallying sharply, the composite 


share price index retreated slightly to 
close at 161.1, down from the period's 
high of 163.7 on May 22. Analysts attrib- 
uted the weakness to profit-taking. Trad- 
ing was brisk at a daily average of 15 mil- 
lion issues. A majority of shares gained 
broadly and sharply, though construction 
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and electronic shares slid slightly at the 
end. 


Kuala Lumpur 


The market continued to drift slowly 
downwards, with Fraser’s Industrial Index 
ending 47.89 points lower at 2,622, its low- 
est close for five weeks. Trading was gen- 
erally sluggish in what observers saw as a 
much-needed correction to the upward 
movement of the previous two months. 


Although repairs to the fire-damaged ex- 


change had allowed a normal five days’ 


million units higher at 15.1 million overall, 
valued at M$50.4 million (US$22.1 mil- 
lion), up M$8.8 million. 


. 

Singapore 

Trading turned sour, partly in a continu- 
ing reaction to the economy's poor first- 
quarter performance and in part because 
many investors appear to be waiting for an 
upturn to bail out. The previous week's 
three-month highs were viewed as such an 
opportunity, indicating that there remains 
a lid on the market's advances in the form 
of potential profit-taking. Fraser's Indus- 
trial Index closed at 4,343.78, a loss of 
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dustrial Index finished at 759.55, down 
14.26. Volume was also down — barely 


topping 2.5 million shares on the period's 


final session. Two newspaper groups, oh 
Nanyang Siang Pau and Sin Chew Jit — 


Poh, resumed trading after suspension, 
and special situation stocks, as usual re- 


favourable results this week, gained 15 S 
cents (7 US cents) to $$7.60. l 


Taipei 
The average weighted price index 
slumped seven points to a four-year low of 


469.39 in the wake of more gloomy ECO-) 
nomic news. Average volume traded was - 


up marginally to NT$382 million 


(US$10.1 million). The Board of Foreign — 


Trade announced that export orders in 
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January-April fell 17% from the year-ear- —— 


lier period, which dashed hopés of an ex- —— 
port-fuelled economic recovery in the se- _ a4 


cond or third quarters. 
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n Thailand, truck-drivers curse the net- 

work of checkpoints on upcountry 
roads where inspectors search for con- 
traband cargo — not narcotics or guns 
but timber, especially teak. On the Phi- 
lippines’ main island of Luzon, guards at 
the United States naval base at Subic 
Bay mount regular patrols to stop 
poachers taking logs from one of last re- 
maining stands of tropical forest in the 
area around Manila. The Americans 
say they must preserve the jungle 
because it provides the base with essen- 
tial supplies of fresh water. 

In Vietnam, the communist party 
newspaper Nhan Dan complained re- 
cently that officials were being intimidat- 
ed and even abducted from the forest 
areas they were guarding by “timber 
thugs.” On the island of Java, where the 
bulk of Indonesia’s 150 million popula- 
tion lives, peasants who rely on wood for 
cooking are finding it increasingly costly 
and difficult to obtain. 

In Malaysia, newly made plantations 
of palm oil, rubber, cocoa, pineapples 
and other commercial crops are taking 
the place of jungle. In Nepal and India, 
trees have been stripped away at a faster 
and faster rate as people cut them down 
for timber and fuel, and clear land for 
agriculture. In India alone, an estimated 
6 billion tonnes of soil are washed away 
by heavy rain each year. 

These are only some of the symptoms 
of a looming ecological disaster in Asia 
as forests are removed far more swiftly 
than they are re-planted. One conserva- 
tionist has called it the case of the “sink- 
ing ark.” A report issued by the United 
Nations regional office here has warned 
that huge areas of tropical 
forest in Asia are disappearing 
at an alarming rate. It said that 
unless urgent and sustained 
preventive measures were ap- 
plied, more than two-thirds of 
the remaining forests would 
probably disappear by the end 
of the century, with calamitous 
consequences for the region. 

The dangers of deforestation 
were underlined in the 34-page 
report, presented to govern- 
ment delegations from the 41 
member countries attending 
the annual conference of the 
Economic and Social Commis- 
sion for Asia and the Pacific 
(Escap). The study by the Es- 
cap secretariat said high rates 
of deforestation were occur- 
ring in a number of countries in 
the region including Indonesia, 
Thailand, Malaysia, India, the 
Philippines, Nepal and Sri Lan- 
ka. It said removal and de- 
gradation of tropical forests 
in the Escap area had 
already caused serious pro- 
blems. 








LETTER FROM BANGKOK 


The report explained that as the pro- 
tective cloak of the forest was stripped 
away, rainwater carried soil much more 
quickly into the river systems, clogging 
them and the network of reservoirs and 
irrigation canals vital to a good deal of 
Asia’s most productive agriculture. 

“Intensified seasonal flooding with 
loss of lives and property, water short- 
ages in dry seasons, accelerated erosion 
of agricultural land, siltation of rivers 
and coastal waters and disappearance of 
plants and animal species (most of the 
world’s flora and fauna are in tropical re- 
gions) are but a few examples of the ef- 
fects of deforestation,” the report said. 

In India, the annual cost of flood dam- 
age is put at up to US$750 million. 
Timber exports from the Philippines 
have dropped dramatically in recent 
years, mainly because of shortage of local 
logs. Thailand, once a major exporter of 
raw wood, is now an importer. Its forest 
cover has shrunk by almost half in two 
decades, according to government fig- 
ures. “I look at what's happened and I 
am sick,” commented Pong Sono, direc- 
tor-general of the Royal Forestry De- 
partment. 


he Escap report said the main causes 

of vanishing forests in Asia were the 
practice of slash-and-burn shifting culti- 
vation by hill people, upland settlement 
by expanding, land-hungry populations, 
commercial logging and collection of 
wood for fuel. Commercial timber-cut- 
ting — stimulated by demand from with- 
in and outside the region — has been 
gaining momentum over the past couple 
of decades. About 70% of the world’s 


‘Regeneration’ of old timber in Malaysia: a losing battle? 
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tropical-wood exports now come from 
Asia. Holders of timber concessions are 
often partnerships between foreign 
firms, many of them multinational com- 
panies, and local interests that have fi- 
nancial links with central, state or pro- 
vincial government officials. 

Studies have shown that while only 
some 10% of the tropical forest is made 
up of trees that are commercially valua- 
ble, wasteful extraction methods cause 
far wider damage. The Escap report not- 
ed: "The rate of commercial logging 
practised in Southeast Asia alone 
amounts to 1-2.7 million hectares per 
year, leaving on average between a third 
and two-thirds of the residual trees effec- 
tively destroyed." 

Escap secretary-general S. A. M. S. 
Kibria says that in Asia poverty and the 
destruction of the environment go hand 
in hand. While the poor — struggling to 
get enough food and shelter to survive — 
are unmindful of what is happening, the 
rich — motivated by desire for profits 
and a better personal lifestyle — make a 
disporportionately large contribution to 
the voracious consumption of resources 
and pollution of the environment. 

Various measures to stem deforesta- 

tion have been recommended 
= by experts, including stricter 
£ enforcement of forest conser- 
2 vation laws, heavier penalties 
€ for breaking them, planting of 

fast-growing fuelwood forests, 
using more efficient wood- 
burning methods and promot- 
ing cheap alternative energy 
sources at village level such as 
solar power and gasses from 
the massive quantities of waste 
matter produced by human and 
animal populations. 

Experts agree that govern- 
ments must take responsibility 
for halting wholesale destruc- 
tion of the jungle since the bulk 
of forest land in Asia is under 
state ownership or control. 
Many governments have start- 
ed to apply tighter controls. 
But the Escap report cautions 
that reafforestation pro- 
grammes take a long time to 
have an impact and says even in 
places where such schemes 
have been started the area of 
coverage must be wider. 

— MICHAEL RICHARDSON 
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The smiling tig 


You were right to 
point out in your cover 
story Sir Murray and 
after [REVIEW, May 
21] that the improve- 
ment of Hongkong 
Governor Sir Edward 
Youde’s already good 
relations with Chinese 
officials is not neces- 
sarily an unmixed blessing for Hong- 
kong. Because all Hongkong feels more 
at ease when relations with China are 
amicable the appointment of a new gover- 
nor, who is an ex-diplomat and known 
to have got on well with Chinese offi- 
cials in the past, looks reassuring. But 
will he be able to ensure that this record 
of political cordiality will not ease Hong- 
kong onto the slippery slope to political 
subservience? 

Sir David Trench was a much-criticised 
governor. But I never heard anyone with 
roots in Hongkong fault him for the stub- 
born resistance he put up against pressure 
from the Foreign Office to take a soft line 
with Xinhua newsagency staff who had 
broken Hongkong law in the 1967 con- 
frontation. Had he come from the Diplo- 
matic Corps rather than the Colonial Ad- 
ministrative Service, I doubt whether he 
would have displayed such admirable in- 
flexibility on a matter of principle. 

When Sir Murray MacLehose became 
governor he decided that the time was ripe 
to move away from the confrontation 
mentality. Most people in Hongkong 
would now say that he was right to do so. 
But going to the opposite extreme may not 
be so good either. It is always prudent to 
maintain a healthy distance from a smiling 
tiger. After all, it is still a tiger at heart. 
Hongkong JOHN WALDEN 





Surely an interim agreement can be 
reached between the Chinese and the 


British governments that both govern- 


ments recognise that the sovereignty of 
Hongkong belongs to China and that the 
treaty under which Britain is administer- 
ing Hongkong is an unfair treaty and 
should be abolished. However, in order to 
ensure that the welfare of the people of 
Hongkong is best served, both govern- 


ments should agree to negotiate an agree- - 


ment whereby the method of handover of 
government will be peaceful and harmon- 
ious and that whatever form the final 
agreement takes, it will take effect a min- 
imum of 25 years after the date of the final 
agreement. 

This concept should meet both govern- 
ments' goals which have been so ably de- 
scribed by the REVIEW over the past few 
years. It also ensures the legal right of the 
Hongkong Government to administer 
Hongkong beyond 1997. The best part of 
the concept is that it takes the pressure off 
the need to negotiate. The longer the de- 
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lay in coming to a final agreement, the 
longer the present status quo will be main- 
tained. 

Of course, questions relating to who 
gets the spoils will be discussed, but . . . I 
would hope the interim agreement should 
stipulate that all income of the govern- 
ment should be used in Hongkong. Realis- 
tically, some sort of incentive must be giv- 
en to the two governments — perhaps a 
commission? Every Hongkong business- 
man would understand that. 

Hongkong LOWELL CHANG 


Arms and Taiwan 


I was surprised by two statements and con- 
clusions about United States-China rela- 
tions in the article by Nayan Chanda and 
Richard Nations [REVIEW, Apr. 30]. 
First, the authors imply that by no longer 
linking a peaceful solution of the “Taiwan 
question" to arms sales to Taipei, the US 
is in essence making a concession to Pe- 
king on the sovereignty issue. One might 
conclude something quite different: that 
by ending the linkage the US has given up 
any hope of a peaceful solution — which is 
the only likely solution in the short run 
since Taipei does not want to talk and Pe- 
king has moved so many of its forces away 
from the provinces near Taiwan. 
Alternatively, by refusing to make a 
specific statement on sovereignty Presi- 
dent Ronald Reagan's administration is 
denying Peking's claim to sovereignty 
over Taiwan which the US Congress 
seemed to do in the Taiwan Relations Act 
and which reflects public opinion in the 
US and Taiwan — and international law. 
Algo one might think that by ending or 
limiting the sale of weapons the US might 
demonstrate that Taipei can stand on its 
own (which Peking and others have ques- 
tioned for so long) and that its sovereignty 
is self-guaranteed. Certainly Taipei will be 
able to find other sources of weapons. 
Secondly the authors suggest that by 
talking to Peking about the sale of wea- 
pons to Taipei, Reagan has "in effect ac- 
knowledged Chinese sovereignty . . ." 
The US and the Soviet Union have fre- 
quently discussed each other's arms aid or 
sales without endangering anyone's sover- 
eignty. | 


Memphis, Tennessee JOHN F. COPPER 


The need for change 


Your cover story on Singapore [REVIEW, 


. May 7| was both interesting and revealing. 


The election of a lone opposition MP 
seems to have jolted the People's Action 


Party (PAP). What was most intriguing 
was the statement by Second Deputy 


Prime Minister S. Rajaratnam that "no 


opposition party enters parliament to help . 


a government govern...” This may sound 
plausible, but one must think deeper than 
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DATE: sth suty 1982. PLACE: “Hooker House”, L.J. Hooker Ltd. 


175 Pitt Street, Sydney at 10.30a.m. 
SIZE: 8698 square metres (2.15 acres approx) 


ZON ING: Under local authority (Gold Coast City Council) by-laws the site is zoned 
COMPREHENSIVE DEVELOPMENT. Approvals already held are available for 
sighting through the agents. 


P OSITION . The site is half a block from Surfers Paradise beach and adjacent to 
the business/retail/tourist centre of Surfers Paradise. 


P OTE NTIAL: Feasibility studies (available from selling agents) suggest either a 
500 room international tourist and convention hotel or a 344 unit highrise — 
accommodation, retail and office complex. A further alternative could be a staged 
development involving commercial, retail and residential (unit or serviced 
apartment). 


VIEWS: Any high rise development will have magnificent ocean and mountain. 
views to all points of the compass. 


ENQU IRIES: A full colour brochure, feasibility studies, inspection and all other 
information is available from the selling agents. (Other Agent enquiries welcome.) 
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The story of South Korea’s Samsung group is 
an epic tale. Its septuagenarian chairman, Lee 
Byung Chull, who founded Samsung in 1938 as 
a dried-fish and vegetable trader, has steered 
the growing and rapidly diversifying concern 
through war, political turmoil, economic col- 
lapse and personal misfortune to emerge as a 
major industrial and trading enterprise. Its sales 
are now equal to 8% of South Korea's gross na- 
tional product and its activities span trading, 
electronics, textiles, shipbuilding, construction 
and financial services. The next move is into 


computers and other advanced electronics. A dauntless entrepre- 
neur, Lee has nevertheless built around him a sophisticated group 
management system — and secured the future of the Samsung dy- 
nasty through one of his sons. REVIEW correspondent Hikaru Kerns 
analyses the group's history, product, management and finances 
and talks to both Lee and his heir-apparent, Lee Kun Hee. 


Pages71-77 


Page 10 

Reported incursions by Indone- 
sian troops into Papua New Gui- 
nea threaten to plunge relations 
to a new low and have become a 
major election issue. 


Pages 10-11 

In the run-up to this month's an- 
nual foreign ministers' meeting, 
Asean is seeking new options on 
Cambodia. 


Page 12 

The arrest of a French diplomat's 
fiancee in Peking a year ago still 
afflicts Sino-French relations. 


Page 13 

An intriguing triangle in Bangkok 
seems to hold the answer to why 
a candid diplomat was rejected. 
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Page 16 

President Ronald Reagan de- 
cides to direct the United States' 
moves personally in the fence- 
mending process with China. 


Pages 23-26 

Elections are in the air in Pakistan 
as President Zia-ul Haq ap- 
proaches his fifth anniversary in 
power after the military takeover 
— but one particular party is re- 
garded as the wild card in Pakis- 
tan’s opposition pack. Also, the 
widow of executed premier Zul- 
fikar Ali Bhutto continues her de- 
fiance. 


Page 29 

The Red Cross trains paramedics 
for Afghan battlefields and hopes 
to gain access to prisoners. 
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Page 40 e, 6% 
The Falklands dispüte brits a 
new row to the United S 
Argentina accuses Br 
palese Gurkha troops b 
mercenaries. 


Pages 56-58 

Recession brings mixed bless- 
ings to Thailand, with planners 
taking advantage of an economic 
slowdown to push through struc- 
tural reforms. But they have to 
move carefully to avoid a back- 
lash from vested interests. 






Pages 61-62 

The trade dispute between Japan 
and the West eases for the mo- 
ment as a significantly toned- 


.| down reciprocity bill emerges in 


the United States Senate and 
Tokyo announces a long-prom- 
ised package of measures to 
open its market. 


Page 86 

Singapore is preparing legisla- 
tion to cope with wheeling and 
dealing in commodities. 


Page 78 

Oil explorers are turning away 
from the Philippines, and the gov- 
ernment is considering increased 
incentives. 


Page 90 

Malaysia travels a long and 
Dumpy road as it pursues plans to 
manufacture motorcycle engines 
locally. 
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CE ne 
— Tamil Nadu state. The arrests 


. Tamil Tigers are nabbed 
inan Indian state’ 

3) bFive members Of the Tamil 
Liberation Tigers, a guerilla 


for the secession 


group fighting 


of of Tamil etn areas in Sri | 


te arrested late last 
in Indias southern 
came in the wake of a shooting 
incident involving rival factions 
of the Tigers, about 100 of 
- whom are believed to be oper- 
_ating from sanctuaries in Tamil 


Nadu having entered the coun- 
— try illegally. 


All those detained are want- 


. edin Sri Lanka on serious crim- 
inal charges, with Uma Mahes- 


waran, the leader of the exiled 


group, having been sentenced 


in absentia to a 14-year jail 


À term. — MOHAN RAM 
 Kriangsak's party 
faces a split 


A year after its formation the 
National Democracy Party 


X (NDP) of former Thai prime 


minister Kriangsak Chomanan 
appears to be breaking up. Kri- 


. angsak is at odds with Wattana 
— -Asawahem, 
member of the NDP who has 
. been engaged in a bitter wran- 
. gle with the party's financial 
— backers for control of key party 
.. posts. . 


an MP and 


Wattana claimed the back- 


qu pine of 22 of the party's 40 MPs 


in the lower house, though his 
. opponents question the claim. 
. It is also questioned whether 
— Kriangsak's group can retain 
. the name of the party, which 
. has yet to be registered with the 
. Interior Ministry under laws 
governing political parties. 
. While the next move of the par- 
Ay s factions seems uncertain, 
 Observers said the open split in 
the NDP represented a clear 
setback for Kriangsak. 

— JOHN McBETH 


‘South Korean ministers 
survive an ouster move 


d BilMdtions by minority parties 


seeking the resignations of 
Deputy Prime Minister Kim 


Joon Sung, Finance Minister. 


Rah Woong Bae and Justice 
Minister Chong Chi Kun have 
been defeated by the majority 
Democratic Justice Party 
(DJP) in the National Assem- 
bly. An-opposition spokesman 
termed the defeat “a tyranny 


by the majority" which would 





harm the government's credi- 
bility, but a DJP spokesman 
said the ministers were re- 
tained *to cope with the diffi- 
cult [political] ^ situation" 
caused by Chang Yong Ja's 
massive loan fraud which has 
embarrassed President Chun 
Doo Hwan and rocked the 
country's financial establish- 
ment (REVIEW, May 28). 

— SHIM JAE HOON 


Singapore has a new 
defence minister 

The Singapore Government 
announced on June 1 the ap- 
pointment of Goh Chok Tong 
as defence minister, replacing 
Howe Yoon Chong, who in 
turn took over the Health Min- 
istry from Goh. Goh had been 
health minister as well as se- 
cond defence minister. 

The 40-year-old Goh had re- 
linquished the trade and indus- 
try portfolio in June last year to 
Tony Tan. Goh’s promotion 
was widely expected and both 
he and Tan are in the front 
ranks of a second-generation 
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Goh: testing time. 


political leadership which 
Prime Minister Lee Kuan Yew 
is eager to test in different min- 


isterial jobs. 


Goh will, however, remain 
in the Health Ministry as se- 
cond minister to help complete 
a national health plan for the 
next two decades. Howe, one 


of the country’s first-genera- 


tion leaders, has been promi- 
nent in laying the groundwork 
of Singapore’s economic in- 
frastructure, and his shift to a 
less crucial portfolio is appar- 
ently part of the gradual phas- 
ing out of the older ministers 
and not indicative of his per- 


formance in defence. 


-— FRIEDA KOH 





BUSINESS 


Washi ships a 
complaint to Jakarta 


Indonesia’s fiercely nationalis- 
tic shipping policy (REVIEW, 
May 28) has provoked the first 
official reaction in the form of a 
demarche from Washington. 
The Americans have com- 
plained against Jakarta’s deci- 
sion to reduce port charges for 
domestic ships and allocate all 
government imports and ex- 
ports to domestic lines, de- 
manding that freight rates ex- 
Indonesia should not be higher 
than those shipped from (the 
more efficient) Singapore port. 
Washington suggests it may 
invoke American laws in retali- 
ation against the new regula- 
tions. Other Organisation for 
Economic Cooperation and 
Development countries such as 
Britain, West Germany and 
some Scandinavian countries 

are likely to follow suit. 
— SUSUMU AWANOHARA 


Jute groups 


| get together 


Jute growers and importers 
meeting under Economic and 
Social Council for Asia and the 
Pacific auspices in Bangkok 
reached agreement on the 
vexed question of distribution 
of votes and crystallised their 
views on the setting up of an in- 
ternational organisation which 
will be able to borrow from in- 
ternational financing agencies 
for investment purposes. A fi- 
nal round of negotiations will 
be held in Geneva towards the 
end of July. | —MOHAN RAM 


Thai borrowers 

get a lift 

The Petroleum Authority of 
Thailand (PTT), the country's 
state-run oil company, has en- 
tered into a US$200 million 
syndicated loan under terms 
described as the most attractive 
Thailand has ever received for 
a large commercial loan. With 
a 0.437576 management fee, 
interest is to float for the first 
eight years at 0.375% above 
the London inter-bank offered 
rate, rising to 0.576 for the last 
two years. 

The loan, designed to bolster 
PTT's financial position in gen- 
eral without financing any spe- 
cific project, will probably be 
the only major government 


borrowing in the commercial 
market this year, according to | 
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infodined. sources. The man- 
date for the loan was given in 
mid-April to Citicorp Interna- 
tional Group and Bangkok 
Bank, which were later joined 
by three other international 
banks as lead managers. It will 
be provided by a consortium of 
14 major world financial insti- 
tutions. 

— PAISAL SRICHARATCHANYA 


Kerb drill for - 
South Korean banks 
The South Korean Govern- 
ment will ask officially con- 
trolled commercial banks to 
honour some of the small-de- 
nomination promissory notes 
— those worth in the region of 
Won 10 million (US$13,698) — 
held. by small kerb-market 
lenders, hundreds of whom lost 
money when Kong Yung Con- 
struction and Ilshin Steel be- 
came insolvent last month. 
They are two of the six firms al- 
legedly victimised by Chang 
Yong Ja’s massive loan scan- 
dal, the effects of which are 
now rocking the nation. 
Testifying in parliament, Fi- 

nance Minister Rah Woong 
Bae, who survived a no-confi- 
dence motion against him, said 
small creditors who bought 
promissory notes from the two 
firms will be compensated, 
with the government asking the 
court to give them priority set- 
tlement over large kerb- 
market lenders who purchased 
hundreds of billions worth of 
won in notes from Chang. 

hj: gm — SHIM JAE HOON 
Chinese financiers 
join the crowd 
Hongkong branches of banks 
from China are actively seek- 
ing participation in loan syndi- 
cations, banking sources say. 
On May 31, three such institu- 
tions — Bank of Communica- 
tions, Nanyang Finance Co. (a 
branch of Nanyang Commer- 
cial Bank) and Sin Hua Trust 
Savings and Commercial Bank 


— were, among 25 banks pro- 


viding’ ja  HK$555. million 
(US$96.5 million) loan to 
Hongkong company Dewi Es- 
tates. Ltd. The state-owned 
Chinese banks provided 1396 
of the package. 

The four-year loan to Dewi 
Estatés, at 1.5% over the 
Hongkong inter-bank offered 
rate, will be used to finance a 
luxury residential complex on 


| EUM Island. 
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PYONGYANG’S PROBES 
Military analysts in Seoul say North 
Korea has recently stepped up its 
infiltration attempts into the South, 
possibly to try to capitalise on the 
political turmoil stemming from the 
kerb-market financial scandal in 
Seoul. Analysts also are puzzled 
over the North’s request on May 18 
for the United Nations Command 
to return the body ofa North Korean 
soldier shot on May.15 by South 
Korean troops. That marked the 
first time the North had publicly 
acknowledged that one of its soldiers 
had been killed in the South. 


CHINA’S DMZ PACKAGE 

China is hinting to friendly third 
countries that it could consider a 
suggestion for a demilitarised buffer 
zone in the Aksai-Chin, which India 
charges is illegally occupied by 
China. Peking has built a strategic 
road across the Aksai-Chin plateau 
to link Xinjiang with Tibet. Peking 
seeks a package deal under which it 
would retain the Aksai-Chinin _ 
return for giving up its claims in the 
eastern sector of the Sino-Indian 
border (REVIEW, May 28). A DMZ 
in the western area could make the 
package less unpalatable to India. 


PANNING PESTICIDES - 

A Pesticide Action Network was set 
up at a meeting held late last month 
in Penang under the auspices of the 
International Organisation of 
Consumers Unions. No names of 






BURMA gi l l 

French Foreign Trade Minister Michel Jo- 
bert arrived in Rangoon for talks on expand- 
ing Franco-Burmese, economic and trade co- 
operation (May 30). ; | 


CHINA ARS, | 

The State Economic: Commission, one of 
the powerful organs of the State Council, was 
inaugurated. The People's Liberation Army 
staged an exercise using rockets and assault 
boats (May 29). United States Senate 
majority leader Howard Baker met: Vice- 
Chairman Deng Xiaoping and discussed arms 
sales to Taiwan (June 1)... 


HONGKONG ^ ^" 


Falklands conflict andsanother was reported 
missing, a Joint Services spokesman said 
(May 27). Floods and PU ropa 23 peo- 
ple and made more than. 8,000 homeless, it 
was reported (May 31). ~ i | 


INDIA d 
Police have cracked down on a militant 
Tamil organisation in Madras (May 26). Op- 


EN 


Two Hongkong seamen were killed in the 
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companies or pesticides were singled 
out in the final communique drawn 


up by representatives of non- 


government organisations from 16 
countries because there was no time 
to reconcile disagreements over the 
criteria for drawing up a list. But it 
is understood that the network 
initially will concentrate on 15 
products: DDT; Chlordane; 

A ucmon Dieldrin; Leptophos; 
Aldrin; 2,4,5T; 2,4,D; BHC; 
Lindane; Endrin; DDVP; DBCP; 
Toxaphene, and Mirex. 





THE SULTAN'S SUITORS 


Indonesia is believed to be planning 
to send a senior delegation to Brunei 
soon. The visit would be Jakarta's 
first diplomatic effort to improve 
relations with the oil-rich state — 
which gains full independence from 
Britain next year — for several 


i 


position activists stoned and attempted to set 
fire to the house of a newly appointed minis- 
ter of Haryana state, Brij Mohan Singla, the 
Press Trust of India said (May 30). 


JAPAN | " 
Chinese Premier Zhao Ziyang arrived on 
an official visit (May 31). 


MALAYSIA 

Sabah MP Mark Koding was found guilty 
by the High Court of making a seditious 
speech (May 28). The government has signed 
an agreement with the United States to pur- 
chase 88 refurbished McDonnell-Douglas 
A4L Skyhawks, military authorities said 
(May 31). : 


NEPAL >œ 

A contingent of 108 Gurkha soldiers of the 
Royal Nepal Army left for Lebanon to join 
the United Nations peacekeeping forces 
(May 31). ` 


PAPUA NEW GUINEA 
The government has protested to the In- 
donesian Embassy and recalled its ambassa- 
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‘in the mid-1960s. The Jakarta 
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years. Brunei has been deeply or 
suspicious of Indonesia since the c 
days of Confrontation between the AS 
Malaysian Federation and Indonesia | | 











initiative follows similar moves 
recently by Kuala Lumpur to cement 
close ties with the tiny sultanate. 
One sticking point in bilateral 
relations has been the fact that A. 
M. Azahari, leader of the outlawed 
Brunei People's Party, which 
launched an abortive rebellion in 
Brunei in 1962, has been living in 
Indonesia. However, sources in 
Jakarta have reported that Azahari 
recently moved *to Malaysian 
territory." 


BACKWASH FROM BANCOM 


Dresdner Bank of West Germany is 
in a dispute over a US$10 million 
loan to a Philippine bank. The loan 
was to Bancom Philippines Holdings 
Inc., umbrella firm for the Bancom 

roup, which was rescued during the 
early 1981 financial crisis in Manila. 
The loan was allegedly guaranteed 
by Bancom Development 
Corp., the group's investment 
house, which was absorbed by 
Union Bank, a subsidiary of the 
government-owned Land Bank. 
Union officials claim they had the 
option to choose which Bancom 
liabilities the bank would assume 
and that the Dresdner loan was not 
one of them. If a settlement is not 
found within two weeks, a court 
battle is likely. 






dor to Jakarta for consultations following 
border crossings by Indonesian troops, offi- 
cials said (May 31). 


SINGAPORE 

The government announced the appoint- 
ment of Goh Chok Tong as defence minister, 
replacing Howe Yoon Chong, who takes over 
the Health Ministry. New Zealand's chief of 
naval staff, Rear-Adm. Michael Saull, ar- 
rived on an official visit (June 1). 


SOUTH KOREA 

Three South Korean university students 
have been árrested in connection with an anti- 
government demonstration on the campus of 
the Dongkuk University in Seoul, authorities 
said (May 31). A South Korean air force C123 
transport. aircraft crashed, killing 49 para- 
troopers and the crew of four, the Defence 
Ministry said (June 1). 


TAIWAN | 
United States President Ronald Reagan - 
sent a personal letter to President Chiang 
Ching-kuo assuring him bf continuing. US 
support, sources in Taipei said (May 31)» 
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and, on May 31, Papua New Guinea 
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Foreign Affairs, Department: in the Dé | 


fence Force and the National Intelligence 
Organisation in. the Prime Minister's De- 
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official reports, the first 
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live in fear in their own land.” He claimed 


Vietnam could strike again at the KPNLF if Asear 
and others decide toi increase mittas aid 0 Son Sanr 


By John McBeth 


Bangkok: Now that China has put its” F 
cards on the table, Bangkok-based diplo- |. 


mats are looking forward with keen inter- | M 
est to what the Asean foreign ministers 
come up with in terms of a short- to-medi-- 


um-range strategy to present to their dia- | 1 


logue partners after the Singapore meet- l A i 


ing. 


Hopes for the formation ofan anti- Viet mit. ti 
namese Cambodian coalition have still not. |; Roug 
been dashed and Thai officials: saytheyare | on tł 
more disappointed than pessimistic fol- | which tl 
- lowing Foreign Minister Sitthi Sawetsila's | 


de towards; anyt ing tat would 
thi wagheaded an bial ‘the: otro 


1 fruitless mission to Pekingin May. Butitis | Bu E 
i AE felt that Asean will now have to examine |. p 
| the limited range of options left, including 


the. dangerous alternative of. providing 


military assistance to non-communist 


i. - | sistance leaders Son Sann, héad of 
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By Patrick Smith 
| Singapore: The annual meeting of the | nai 
ise ‘such a person ‘will create disas- | five Asean foreign ministers scheduled to | Phnom F 
stead of developing peace and har- | convene hereon June 14 is expectedtodif- | | Hop 
yy between neighbouring. countries." | fer markedly in tone and emphasis. f m E 

ji x who has hardly ; made a secret of ; last year's in Manila. Cambo- 























issues which: dominated the Manila s me i | ert 
ing — Will again receive primary attention | mee 
| in talks devoted to political affairs, but, | t 
this year, in contrast to the momentum 
0 c] evident last June, there is likely to be a | | 
i He: said the article amounted to inter- , great deal less to say. | 
ference in the election. | | Atthe same time, more. attention is ex- 
evi then. swung. behind. Okuk, voicing I pected to be paid to economic considera- 
own misgivings about the impact of | tions in view of the continuing global re- 
nsmigration on the indigenous Melane- | cession and increased threats to a healthy 
sian people of Irian Jaya and about un- trade environment. Diplomatic sources — 
en development in the border region, | expect economic questions to be particu- - 


Ad larly important in dialogue sessions. — 


hich-encouraged Irian Jayans to cross _ 
more developed Papua New Guinea. which e ccording to form follow the main 
ministerial. meeting — between Asean of- - 


said he would raise his concerns at the - 
ficials and their six dialogue partners. 


meeting of the joint border commit- . 
Jakarta later this year — if he re- | The lower key in which the Cambodian 
ins foreign minister after the poll. _ question is likely to be discussed is appar- 
ently a distinct disappointment to Asean 


officials. Until only a few weeks ago, the 


ident Suharto visited Papua. New | 

2a inJune 1979 when the border trea- 
Five had hoped to present their dialogue |- 
partners. with à completed agreement 


s signed (REVIEW, June 22, 79). T he - 
^ Indonesians, who could; like many others, mt 
among the three Khmer nationalist fac- | It is 
tions which have been negotiating, with |.to for 


be. anticipating a return to power bye 

former premier Michael Somare (who | „1O fori 
Asean's support, to form a loose coalition | muc ch a 
eovernment: in opposition to the Viet- 
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hosted the Suharto. visit) may feel that | 
 timei is now. on their sian ae bo & | 


arms. "— or how many weapons.had | 
been supplied. He did, however, hint that | 
the KPNLF may have received some wea- - 
| pons after the Vietnamese attack on the - 
| main KPNLF base at Sok Sann; just over 

the Cambodian border, on March 17. This - 
was the. He ma jor Vietnamese assault on | 











^ f was giving 

military aid to Sann. a se ior Singaporean | 
official neatly side-stepped the question. 
“He must be getting aid, but I'll leave it to 
you to guess where he's getting it. from," 

. the official said. In fact Singapore is re- 
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few. weapons from time to. time,” p E 
source remarked, ee when ^his | 
morale is low.” | | 
Itis possible that Singapore started giv- 
ing Sann some military aid shortly after 
| the meeting of the three anti-Vietnamese 
| Khmer leaders in Singapore last Sep- 
tember (REVIEW, Sept. 18, 81). Informed 
sources suggest that Sann made a favoura- 
ble impression on Singapore's Prime Min- 
ister Lee Kuan Yew, though a KPNLF re- 
quest at the time for aid was reportedly re- 
jected in typical Lee style. | 
“You sound like a broken record," Lee 
is reported to have told Sann, pointing out 
that the KPNLF was not fighting the Viet- 
| namese. Sann was then reported to have 
invited Singapore to send observers to the - 
Thai-Cambodian border to. se the situa- | 
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tion talks must be viewed as one instru- 


ment among many in applying pressure 
against the Vietnamese occupation of 
Cambodia. The apparent implication is 
that alternative strategies are to be sought 
by the ad hoc committee formed at last 
July’s international conference on Cam- 
bodia in New York, (REVIEW, July 24, 
'81) but it is made clear here that it is far 
too soon for Asean to be discussing such 
alternatives, either publicly or in private. 


ene to the coalition strategy will 
thus be the unambiguous if rather pre- 
dictable position taken at the Asean min- 
isterial meeting and the argument for this 
will be that Sann, with the backing of the 
Five, has been successfully encouraged to 
do as much compromising as can be ex- 
pected over the past several months. “He 
has come a long way,” an official here 
stressed recently, referring to Sann’s earli- 
er intransigence in dealing with the Khmer 
Rouge. “The Khmer Rouge is now the 
main obstacle.” Indeed, there has already 
been more than a slight suggestion that the 
Khmer Rouge all along has been bargain- 
ing for time and little more. 

Regardless of which faction is to blame, 
however, disappointment at the failure to 
form a coalition also extends to Asean’s 
dialogue partners themselves — the Unit- 
ed States, Canada, Australia, New Zea- 
land, Japan and the European Economic 
Community (EEC). The most immediate 
measure of this disappointment is US Se- 





Dhanabalan: coincidental visit. 


cretary of State Alexander Haig’s decision 
not to attend the meeting in Singapore. 
Haig’s attendance was a highlight of last 
year’s sessions in Manila. This year the US 
is to be represented by Deputy Secretary 
of State Walter Stoessel, who has tradi- 
tionally been concerned more with At- 
lantic affairs. Despite pressing commit- 


r 


ments elsewhere — the excuse advanced 
for his decision not to come — it is almost 
certain Haig would have been present 
were there a completed coalition to dis- 
play before the cameras. 

In the course of briefing the six and reaf- 
firming support among them the Asean 
ministers are also likely to explore the ex- 
tent of what is viewed as diplomatic drift 
among some Western governments, in 
particular several members of the EEC, 
which have recently received a senior-lev- 
el Vietnamese delegation led by Foreign 
Minister‘ Nguyen Co Thach. There: is no 
sense of acute alarm over this trend among 
Asean officials — who concede they may 
lose some votes for Democratic Kampu- 
chea in the general assembly later this year 
— but there is apparent concern that their 
principal allies should stay on side so long 
as the Five pursue a policy of economic 
isolation towards Vietnam. 

In this Japan is viewed as the most im- 
portant of the dialogue partners because 
of its regional influence and because the 
Europeans, in any case, are seen to be so 
weak economically that any amount of aid 
they may choose to give to Hanoi cannot 
be of much significance, at least in terms 
of quantity. Singaporean officials have 
stressed that recent reassurances received 
from Japan on Indochina have been rou- 
tine and unsolicited. There can be little 
doubt, however, that the timing of 
Tokyo's most recent announcements has 
been propitious for Asean, coming just 





Strains of passion 


As the Li Shuang affair continues to haunt Sino-French 
relations, other issues of bilateral tension emerge 


By Nayan Chanda 


Hongkong: The love affair between a 
French diplomat and a Chinese painter 
continues to cast a shadow over Sino- 
French relations, according to French 
Minister of Foreign Trade Michel Jobert. 
. He said that though the continued incar- 
ceration of Li Shuang, the painter fiancee 
of Emmanuel Bellefroid, has not affected 
economic cooperation between the two 
. countries, it has made Paris reluctant to 

send a high-level political delegation to 
- China. 

Jobert's trip to Peking in November last 
year — the first by a minister of the social- 
ist government of President Francois Mit- 
. terrand — was clouded by the news of Li's 
despatch to a labour camp. Although Li 
was arrested on September 9 for *violat- 
~ing Chinese law,” the news that she had 
been sentenced to a two-year term in a re- 
education camp was revealed the day be- 
fore Jobert's arrival in Peking. Jobert told 
the REVIEW: *I have not yet understood 
why the Chinese did that. I used to have a 
very good relationship with them and they 
asked me to come and they chose [that 
particular] time to do that. Obviously they 
knew we were not going to be very hap- 
py." Heraised the matter with his Chinese 


12 


hosts and cancelled two meetings during 
his Peking trip, apparently to no avail. 

Jobert said that it was possible that the 
timing of the arrest had more to do with 
China's internal power politics than its re- 
lations with France, but he suggested that 
the misunderstanding could be resolved if 
Li was released. He said: *A few weeks 
ago I received an international tycoon. He 
has business here [Hongkong] and in Chi- 
na. He told me that the Chinese now re- 
gret [the Li affair] and that *you must un- 
derstand they have their internal difficul- 
ties.’ I told him ‘yes, I understand all that 
very well and it is easy to change.’ I said to 
him, ‘why don't you come to see me with a 
young and nice secretary who could be 
Miss Li Shuang? You think about that be- 
fore you next visit me’.” 

The businessman concerned is under- 
stood by the REVIEW to be Fung King- 
hey, head of the Sun Hung Kai (SHK) 
group. Fung has close relations with Pe- 
king, where SHK has an office. The larg- 
est outside shareholder in the SHK group 
is French bank Paribas,- which was 
nationalised last year. 

Asked if this meant there would be no 
high-level French visits to China unless Li 


was released, Jobert responded with a 
question: “What is the use of sending a 
minister to China?" Jobert said that 
France did not want to be rebuffed yet 
again because of China's internal difficul- 
ties: "We don't want to make them unhap- 
py." A French official present at the inter- 
view explained: *It is a kind of non-inter- 
vention in China's internal affairs." 
According to unconfirmed reports, 
French Foreign Minister Claude Cheys- 
son is scheduled to visit China in July. But 
Jobert's comment, if itis truly reflective of 
the French. Government's policy, would 
tend to cast doubt on such a visit. How- 
ever, since Jobert's unhappy trip to China 
last year there have been exchanges of 
military delegations: Last month China 
signed an agreement with a French com- 
pany to buy Ffr 275 million (US$45 mil- 
lion) worth of coal mining equipment — 
the most important deal since the summer 
of 1980. But Jobert' said that nothing has 
come out of the Chinese agreement in 
principle — announced by former presi- 
dent Valery Giscard d'Estaing in October 
1980 during his visit to China — to buy two 
nuclear power stations worth Ffr 8 billion. 


(eivai enthusiasm for nuclear plants 
has apparently been cooled by lack of 
money. The most likely one to go ahead is 
in Guangdong province, which would sell 
power to Hongkong’s China Light and 
Power. Sources in Hongkong suggest 
France's Framatome, which manufactures 
a pressurised water reactor under a licence 
from Westinghouse of the United States, 
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| solved. Japanese and Singaporean sources 
: have maintained that Dhanabalan’s visit 
-was:essentially a courtesy. call to his Ja- 





me foreign minister in mid-1980. Des- 


nabalan's talks with Sakurauchi and Prime 


Minister Zenko Suzuki; the Japanese as- 
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ading Sakurauchi. However, Japan 





. agreed to provide an unspecified. amount 
of relief aid directly to the KPNLF. Tokyo 
also. pressed the Asean view on the coali- 
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neering part 
-kong project: However, there is still some 
«way to go before this is finalised, so France 













ey c cd deal does not work out. 
_« Altheugh. / | 


tyto buy. pointe herdwire,;6 : 
the REVIEW that Peking has expressed 
| interest in buying Mirage 2000 fighters if 


China is allowed- eventually to manufac- . 


| ture the aircraft, a condition France has 
: apparently ] rejected. Asked if China has 
bought any Frenc} t equipment for military 
use other than helicopters, Jobert said 
that as in other fields the Chinese dre in- 
| terested: ‘sending missions. He said: 

"They discuss keenly 
= and d lin] the: Fong! ‘it’s: fine 



















mbodian issue remains: unre- 


.panese opposite number, Yoshio Saku- 
rauchi — his first to Tokyo since he be- | 


pite the apparently general nature of Dha- 
ince of support for the Asean strategy | 
Cambodia was. timely enough to make | 
Both Tokyo and Singapore have also- 
maintained that Dhanabalan's visit was - 
- unrelated to a concurrent visit to Tokyo by | 
Sann, who met five cabinet ministers in- 
htened its profile on the Indochina 


issue further in allowing the announce- | 
"ment in Bangkok on May 31 that it had 


on issue to visiting Chinese Premier | 
o Ziyang, who arrived in Tokyo on 


is anxious to find alternative markets if the | 


| terest in buying French-built nuclear pow- 
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By John McBeth. 


Bangkok: Indonesia’s rejection of Ame- 
rican ambassadorial candidate Morton 
Abramowitz (REVIEW, May 28) has |. 
vee to Rests an Neer ays Per in- | Kri 

















sak Chomanan and former Bangkok È CIA | of 
station chief Daniel Arnold which . sip 
may go part of the way to explaining why | Arnc 
Jakarta gave Abramowitz the. thumbs year. 
nen a 
_It appears that Abramowitz’: $ strained 
relations with Kriangsak and a widespread | no 
-Thai attitude towards him had a much | tic 
more significant impact than a critical i 
memorandum strewn with falsehoods in. 
which Arnold has acknowledged he hada 
hand and which found its way to the high- 
‘est levels of the Indonesian Government 
Kriangsak denies he was the “someone in 
_ Thailand” who, Washington reports said, 
warned the Indonesians that Abramowitz z 
“might try to run your country.” Kriang- 
sak said that he has not maintained con 
tact with President Suharto either person 
| n or T the OR ian Ambassa- 
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power stations om "France" he latte 
could “sell them elsewhere,” implying 
Taiwan. Informed sources told 
. REVIEW that Taiwan has shown great in- 





























er stations if France were to grant, among | to have conta iem 
other things, landing rights in Paris for relationship gr. develop | 
| Taiwan's flag-carrier China Airlines. | notice that in this region [So 
_ Asked if France had considered the possi- | countries which had already de: 
bility of selling arms to Taiwan, Jobert at. | hostility are shifting. They are tryii 
- first said: “We do not have a precise poli» alittle more subtle. I notice a ch. 
| cy." But later he corrected himself saying: their attitude." But he would: not 

^We are not especially. concerned with this | the countries or elaborate. 
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f notherFrenchdiplótiat source told the | ne n 
AREVIEW that Taiwan has been press- | stati 
ing France to sell decori hardware but | n 
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Taiwan was trying to bay French weapons 

through South Africa. He said that the 

Mitterrand government has stopped mil- : 
itary sales to South Africa. 

While Taiwan may not become a con- 
tentious issue between France and China 
the question of French economic assist- 
ance to Vietnam has caused some friction. | 
A Xinhua newsagency commentary on the |. 

ject sed France of | 
3 laüguage. and culture temai 
2 |. known how Peking will view such 















French. Transmissiost will beg 
months" time. The French broade 
„clearly be mainly aimed at ' 
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“staging a comeback i m Indc mna i 
| own interest." Aen count e alse 













to]. role i in Vietnam. 









2 > 





e best way to get your sh: 
of the Australian market 


, 
i 


is to become part of it. 
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he Australian Government has a Business 
Migration Program which may give you the 
opportunity to share in Australia’s future. Our 
non-discriminatory immigration policy allows for 
people of flair and proven enterprise to qualify 
for permanent residence. You have to convince 
us that you can make a positive contribution 
to developing Australia’s full potential by 
migrating to and living in Australia. 
As a businessman (or businesswoman) 
. . you know your business best. You'll 
want to make a first-band 
assessment of opportunities in 
Australia before you would 
consider migrating bere. We 
can belp you make tbe contacts 
necessary to develop a firm 
proposal. Then we'll want to 
hear what you have to offer. 


You take the initiative and 
we ll help you all we Can. 


pee _ For further information, write to: 
En 





- —. Business Migration Adviser 1 
| Department of Immigration and Ethnic Affairs 
BELCONNEN, ACT 2617, AUSTRALIA 
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miership, as ashe prone ia did id when | 
Kriangsak was toppled. - 


Much has been made of Abramowitz re- 
turning to Washington at the height of the 
political crisis, a trip seen by at least some 
Thais as a signal that the Americans were 
turning their backs on Kriangsak. Wheth- 
er this is an accurate assessment is still a 
point of debate. When the ambassador 
spoke at a packed State Department semi- 
nar on Thailand shortly after his arrival, 
he acknowledged that Kriangsak was hav- 
ing problems, but asserted he would be 
safe for another six weeks. Informed sour- 
ces said that at least one senior embassy 
analyst concurred with this, though the 
basis for such a view is difficult to compre- 
hend given the pace at which Kriangsak's 
support in parliament was fading. It was 
only three days after Abramowitz's Wa- 
shington seminar that Kriangsak an- 
nounced he was resigning in a bitter and 
emotional speech which alluded only to 
the continual interference of opposition 
MPs. 

The first intimation of, Kriangsak's ap- 


parent feelings towards the Americans | 


came in a REVIEW article (Apr. 4-10, '80) 
in which Kriangsak's aides alleged that he 
had been abandoned or even betrayed in 
the interests of US rapprochement with 
Hanoi. Abramowitz spent several months 
trying to track down the source of the sto- 
ry and ultimately settled on Kriangsak 
himself. But informants close to the am- 
bassador let it be known towards the end 
of his tenure in mid-1981 that he had dis- 
covered people inside the embassy itself 
were also involved. Arnold's name was 
specifically mentioned, despite the fact he 
had left Bangkok six months before the 
Kriangsak government came unstuck. 

Many political observers take the view 
that Kriangsak fell not because of any ac- 
tion by the Americans, but because the poli- 
tical momentum against him was such that 
no further impetus was needed. And if 
Abramowitz did drop any hints, they are 
unlikely to have been linked with policy 
disagreements over Indochina. While the 
ambassador may have been a long-term 
friend of normalisation-advocate Richard 
Holbrooke, then assistant secretary of 
state for East Asia and the Pacific, it is 
clear he did not share Holbrooke's views 
on an accommodation with Vietnam. 


espite claims to the contrary in the 
Washington memorandum, Abramo- 


witz was a tough-minded conservative on 
the issue. He gave an ample demonstra- 


tion of this in mid-May when (identified 
only as a senior Western diplomat) he told 
REVIEW diplomatic correspondent Nayan 
Chanda (REVIEW, July 6, '79) that any 
US accommodation with Hanoi at that 
stage would only *help to convince the 
Hanoi leaders about the ‘correctness’ of 
their policy of dominating Indochina. It 
will only encourage Hans ji expansionism, 
not restrain it.” P 

His prescription watlid keep applying 
political and diplomatic pressure in the 
hope of cracking the Vietnamese leader- 


ship, and there is nothing to suggest that - 
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against accepting a 1979 invitation to visit 
Hanoi, one of many instances where 
Abramowitz is said to have made his un- 
solicited viewpoint known without taking 
into account the sensitivities of his Thai 
hosts. 

Choosing his words carefully, Kriang- 
sak tended in the interview last week to 
put a damper on suggestions that US offi- 
cials had a part in his political slide — “the 
Americans cannot harm me” — and was 
clearly being diplomatic when he referred 
to Abramowitz as “my good friend.” He 
said he sympathised with the ambassa- 
dor’s predicament and added somewhat 
ambiguously: “I feel sorry for the US 
Government as well. He [Abramowitz] 
must have been the best man [for the In- 
donesian posting] in their view.” 

Abramowitz’s blunt manner and the 
stream of advice he directed at the govern- 
ment appear to be as responsible as any- 
thing for his problems with the Thais, 
whose concept of greng jai (what academ- 
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opening the floodgates of massive reset- 
tlement. It was this approach and his con- 
viction that all Indochinese were political 


ch of be crip oins refugee punts iy yy 













refugees which later brought Abramowitz 


into conflict with the US Immigration and — 
Naturalisation Service and saw him  - 
tagged, perhaps unfairly, as a bleeding- — 


heart liberal. 
Kriangsak makes it clear he was also 
dissatisfied with the scale of American 


military support for Thailand in the wake — 










of the Vietnamese invasion of Cambodia 


in 1978. But he does not specifically blame _ 
Abramowitz, who took up his Bangkok . 


post several months before the Vietna- 
mese struck. “I could not get enough s 


port from the US so I had to go elsewhere — . 


to safeguard my country," Kriangsak said, 
referring to Thailand's post-invasion arms 


build-up. “We bought what we could get 
and we even had to sacrifice standardisa- - 


tion." Expanding on this theme, he added: 
“To safeguard Southeast Asia, Thailand is 


the key and you have to keep it strong. 


Kriangsak; Suharto: no longer in contact. 


ics explain as a type of deference) deter- 


mines the conduct of social relations. 
Asked if the ambassador talked to him in 
the same direct manner, Kriangsak 
bristled momentarily and shot back: “He 
didn’t dare do it tome. I would have given 
him the same response.” 

Kriangsak acknowledges he had “many 
arguments, normal arguments” not only 
with Abramowitz but with other ambassa- 
dors as well and that he resisted any efforts 
to bend his thinking “towards that or any 
country apart from my own.” On differen- 
ces with the US, he said: “Sometimes we 


have a common goal but a different ap- 


proach.” 

Thai insiders familiar with the relation- 
ship contend that Abramowitz “started 
the battle first” and said they felt he was 
trying to advance his own views or inter- 
fere in a broad range of matters. At one 
point, an exasperated Kriangsak was re- 
ported to have told Abramowitz: * You're 
the ambassador, not the governor." 

One central issue was refugee policy, 


yet, paradoxically, Abramowitz was prin- 





Once you do that, you have a balance. If - . 
you keep us weak, then the balance is af- — 


fected.” 

Many American officials, civilian and. 
military alike, feel it is erroneous to pin an 
anti-military label on Abramowitz, even if 


he did forestall Pentagon overtures on a - 


heightening of the American presence in 
Thailand by organising large-scale war 
games. In Abramowitz’s view, it was not 


wise to raise Thai expectations when the ahs 


US lacked the force-projection capability - 
and also the political will to back it up, 
particularly under the administration of 
former president Jimmy Carter. 


If Abramowitz and Kriangsak did not -— 


get on, it is obvious that Kriangsak and. 


Arnold were on warm terms. “Of course - $. 
he [Arnold] is a very good friend,” the re- 


tired general told the REVIEW. “He is 
someone with a good heart towards Thai- 
land. I worked with him for a long time.” 
Other Thai officials give the same assess- 


ment. As one put it: “He seemed very sin- _ 
cere and also seemed to have the interests - 


of our nation at heart.” 
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As Washington negotiates the Taiwan issue with Peking, 
President Reagan takes personal command of China policy 


By Richard Nations 

Washington: Since Vice-President 
George Bush returned from his five-day 
fence-mending mission to Peking last 
month (REVIEW, May 14), the White 
House has taken charge of the United 
States' efforts to negotiate a solution to its 
problems with China over Taiwan. An ex- 
ample of this political elevation of US- 
China policy — hitherto an exclusive ward 
of the State Department — is President 
Ronald Reagan's meeting on May 24 with 
US Ambassador to Peking Arthur Hum- 
mel. 

Hummel was recalled to Washington 
for two days to receive fresh instructions 
at a time when negotiations with China 
over the text of a proposed joint commu- 
nique reached a critical juncture. The 
meeting allows Hummel to return to Pe- 
king with not only newly crafted diplomat- 
ic language, but also the full authority of 
the president himself, on whose behalf he 
will speak to China's leaders from now on. 

Former officials of. the Jimmy Carter 
administration note parallels between this 
new phase of the Reagan administration's 
China policy and those final months in 
1978 when Carter personally directed the 
normalisation negotiations from the 
White House through his ambassador in 
Peking at the time, Leonard Woodcock. 
"It has now narrowed down to the same 
sort of handful at the top plus a few China 
hands who closed the deal on normalisa- 
tion," one source said. “It is amazing that 
Taiwan’s ‘old friend’ [Reagan] has de- 


- cided to get so deeply involved." 


State Department officials have long 
pressed for the presidential imprimatur on 
China policy to convince a sceptical Chi- 
nese leadership that positions identified 
with Secretary of State Alexander Haig 
were indeed authoritative. But it is only 
recently that Reagan appears to have dis- 
cerned political advantage in being per- 
sonally involved in diplomacy to solve 
problems in relations with China. 

According to well-informed sources, 
the White House intends to make 1982 a 
year of major foreign policy achievements 
for the president. With the economy deep 
in recession only six months before the 
mid-term congressional elections, presi- 
dential successes abroad are envisaged to 
offset failures at home. Accordingly, Rea- 
gan has been presented recently as initiat- 
ing a number of diplomatic steps aimed at 
opening the way for him to assume leader- 
ship of the Atlantic alliance and conduct 
summit diplomacy with Soviet President 
Leonid Brezhnev. 

Untangling his problems with China 
was seen as a helpful vehicle to convey a 
new image of the president as a pragmatic 
and moderate statesman, fully liberated 
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from hard-line campaign positions. 
"Some document that resolves differences 
with [Chinese Vice-Chairman] Deng 
Xiaoping is conceived of as a tidy little 
stepping stone to lift President Reagan on- 
to the world stage," a source said. 

Accordingly, Reagan wrote to the Chi- 
nese leadership requesting they accept 
Bush as his personal representative in let- 
ters with careful formulations which went 
a long way towards identifying the presi- 
dent personally with a tilt towards China 
taken recently by US diplomats negotiat- 
ing in Peking. 

Informed sources say that a Bush trip to 
China was originally conceived by-the 
White House as a fireman's mission to 
dampen any flare-up in Sino-US relations 
at an unwanted moment. The withdrawal 
of the Chinese ambassador from Washing- 
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Bush: a personal messenger. 


ton if Peking carried out its threat of 
downgrading relations over the Taiwan 
arms issue, it was feared, would cause a 
clamour just before the congressional 
elections in November and confirm 
abroad the image of Reagan as a bungler 
on the international scene. 


he expected public-relations benefits 

of the exercise, however, threaten to 
be all but wiped out by the Falklands crisis 
which has dominated the news and left the 
US caught helplessly in the middle. Non- 
etheless, a presidentially guided break- 
through in relations with China particular- 
ly at this moment is seen by observers here 
as an end in itself. As former US national 
security adviser Henry Kissinger demon- 
strated a decade ago by his conduct of tri- 
angular diplomacy, a key to turning the 
terms of a superpower summit in Wa- 
shington’s favour lies in patching up dif- 
ferences with China beforehand. 


Informed sources say the two sides are 
negotiating a document, dubbed here as 
“Shanghai Mark II,” a reference to the 
Shanghai Communique of 1972. Since the 
Bush visit differences are said to have nar- 
rowed down to critical passages surround- 
ing the most contentious issue of US arms 
salés to Taiwan. . 

The Chinese, according to these sour- 
ces, have indicated they would accept a 
compromise which replaces their demand 
for a firm cut-off date to end all arms sales 
to Taiwan with a statement which envis- 
ages a gradual decline. Progress in this di- 
rection is reflected in the proposed draft of 
the communique submitted to Haig by his 
deputy Walter Stoessel. The draft was 
leaked to the conservative pro-Taiwan 
weekly magazine, Human Events, which 
quoted it to affirm that “it is not the long- 
term policy of the US to sell arms to Tai- 
wan," and proposed to “gradually dimin- 
ish and ultimately cease arms sales to Tai- 
wan." | 

The existence of such a draft is con- 
firmed confidentially by State Depart- 
ment sources who caution that certain key 
phrases. may have subsequently been 
modified. But a similar drift in Washing- 
ton's thinking is reflected by diplomatic 
sources here. They say Bush was quoted 
by Chinese Foreign Ministry officials in a 
confidential briefing to the Peking diplo- 
matic corps as having assured the Chinese 
leadership that *the US does not intend to 
sell Taiwan arms indefinitely." 

The Chinese have indicated that lan- 
guage to this effect will satisfy them. How- 
ever, the White House still feels that it is 
necessary to link a reduction in arms sales 
to progress towards a peaceful solution of 
the Taiwan problem, a position China 
continues to reject adamantly as interfer-. 
ence it its internal affairs. Sources say this 
point threatens to sabotage the progress 
made so far. Nonetheless, Reagan is said 
to feel that such a condition is necessary to 
mollify conservative critics and Taiwan's 
supporters in congress. 

Bush has personally reassured Taiwan's 
friends in Washington that nothing 
he said in Peking “undermines the US 
commitment under the Taiwan Relations 
Act [TRA] to provide for Taiwan's de- 
fence," an informed source said. After a 
briefing on the Bush visit, Taiwan's unof- 
ficial representative here Tsai Wei-ping 
said he was “reassured that the US will live 
up to its obligation under the TRA,” and 
indeed conservatives here appear to have 
little choice but to accept such assurances. 
However disquieting they find Reagan's 
"appropriation of Peking's own language" 
in the letters to the Chinese, as one source 
put it, he has not technically violated the 
TRA. i 

Similar assurances no doubt were con- 
veyed to Taiwan's President Chiang 
Ching-kuo last week in a letter from Rea- 
gan sent to Taipei on the eve of a visit by 
the conservative Senator Barry Goldwa- 
ter. Such a gesture is the least Reagan 


‘could do for his old friend. At the same 


time, however,,senate majority leader 
Howard Baker was on a visit to Peking 
after talks with Reagan, Bush and Haig.@ 
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Trailblazer 


f opening up more of the Blue Nile than 
any previous expedition, Captain John 
Blashford-Snell’s party demonstrated the 
qualities needed for successful exploration. 
Leadership. Innovation. Resourcefulness. 

These same qualities are also the key 
to success in international business, where 
the search is always on for new routes to 
finance investment and new ways to meet 
market needs around the world. 

The HongkongBank group, an 
international team, has more than a 
century’s experience of opening up new 
territories, and helping its customers 
develop opportunities in international trade 
and investment. 

Intimate knowledge of many markets, 
coupled with an unrivalled communications 
network, gives HongkongBank the edge in 
responding to customer needs effectively 
and speedily. At both local and international 
levels. 

With more than 900 offices in 53 
countries, concentrated in Asia, the Middle 
East, Europe and the Americas, Hongkong 
Bank gives you access to a range of financial 
services which will help you not only to 
explore, but, more importantly, to succeed. 

Talk to us today. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * The British Bank of the 
Middle East + Hang Seng Bank Limited * Wardley 
Limited * Antony Gibbs & Sons Limited 
Mercantile Bank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 3] DECEMBER 1981 EXCEED USS53 BILLION 


BIENVENUE! 
THE FRENCH ART OF LIVING HAS 
COME TO HONG KONG. 


The new Regal Meridien in Kowloon is now In July the Regal Meridien will be joined 
by its sister hotel, the Hotel Regal Meridien 


It embodies a distinct French accent in decor, Airport, which will be linked to Kai Tak Airport by 


in cuisine, in ambience and in the impeccable air-conditioned walkway. 
standard of service. The new Regal Meridien, and soon the 


Everywhere in our hotel you will find subtle Hotel Regal Meridien Airport. Two very different 
French touches, from antique tapestry and period new hotels, but with the same Meridien welcome. 
furniture to the delights of the Restaurant de France Bienvenue! 
and the personal care of true concierge service. 


aa HOTELS REGAL 
Jap MERIDIEN 
HONG KONG 


LES HOTELS DAIR FRANCE 


open. 


For any information or reservation see your Travel Agent or Air France ticket office or in Hong Kong, contact 
Hotels Regal Meridien Hong Kong, Mody Road. Kowloon, Hong Kong. Tel: 3-7221818. Telex: 40955. Cable: HOMRO HX. 
There are 40 Meridien Hotels worldwide, including the Pacific Meridien Tokyo, and two more will open soon in Singapore. 





PAKISTAN AN. 


Time to lift the lid 


After five years of military rule, Zia appears 
poised to hold an election va sorts 


By John Fullerton 


Islamabad: July 5 will mark the fifth anni- 
versary of the generals' takeover in Pakis- 
tan which put President Zia-ul Haq in 
power. And informed sources in both gov- 
ernment and moderate opposition circles 
expect the anniversary to produce the first 
step towards a return to a degree of civili- 
an rule. They forecast that the authorities 
will announce regulations governing na- 
tional elections to be held within 18 
months. 

Zia could announce non-party elec- 
tions, a policy to which most banned op- 
position leaders would be expected to ob- 
ject. But, in the final analysis, these lead- 
ers would probably not boycott elections 
by preventing their respective followers 
from standing as candidates. However, 
there are risks in this non-party approach 
— a last-minute boycott by the Pakistan 
People’s Party (PPP) — still the mainstay 
of the seven-party Movement for the Res- 
toration of Democracy (MRD) seeking an 
immediate end to martial law — would put 
the validity of the exercise in doubt. 

As some opposition spokesmen of both 
the Left and Right have said, a non-party 
election would mean in effect 300 new pol- 
itical parties in the national assembly. Pa- 
rochial political interests would dominate 
the assembly and the very consensus 
which Zia seeks would be lacking. Alter- 
natively, rules could be drawn up govern- 
ing the adoption of candidates for an elec- 
tion, barring those who had held office in 
previous administrations and others lack- 
ing what the fundamentalists would re- 
gard as suitable Islamic qualifications. 
This approach seems to have the backing 
of conservative polifical groups such as the 
Jamaat-i-Islami Pakistan. 

The elections would undoubtedly be 
held on the basis of proportional represen- 
tation, which would help to ensure that no 
single opposition party obtained a clear 
majority. Only political parties which 
agreed to register with the authorities as 
required under a. military regulation 
would be allowed to participate and that 
could shut out the radicals. So far the PPP, 
the National Democratic Party, the Pakis- 
tan National Party and the Pakistan De- 
mocratic Party — all members of the 
MRD — have refused to submit the de- 
tails of membership and organisation re- 
quired for registration. 

Would Zia succeed thereby in splitting 
the MRD? Would he be able to tolerate a 
consensus of conservative and centrist ele- 
ments only too relieved to contest an elec- 
tion without rivals from the socialist PPP 
and other smaller parties, some of which 
champion the cause of provincial auto- 
nomy? Or would he face a re-run of 1979 
when the PPP’s refusal to comply with 
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government directives in the run-up to a 
general election and the opposition’s 
charge that the election process was being 
rigged led to an indefinite postponement 
of the voting? 

Then, as now, it was a gamble by both 
sides with the authorities believing that 
the PPP could not afford, as a broadly- 
based movement, to continue its semi- 
clandestine existence without losing sup- 
port and the PPP believing that Zia could 
not survive a postponement of his plan for 
a return to representative government. 
Each underestimated the resolve of the 
other. 

Whatever the decision on the elections, 
the drawing up of a new Islamic constitu- 
tion or the amending of the presently sus- 


Zia: another gamble. 


pended 1973 Constitution would probably 
be deferred. Zia is conscious of the fact 
that constitutions without the consensus 
needed to make them work are merely 
short-lived pieces of paper. 


his lack of a consensus has been Pakis- 
tan’s weakness all along and it is one 
reason why in 35 years the country’s two gen- 
eral elections ended in the first instance in 
civil strife — and the breaking away of the 
country’s eastern wing, now Bangladesh 


— and the second in a military coup. The 


nation’s constitutional history has been 
characterised by the rise and fall of larger- 
than-life leaders — men much loved and 
eventually much hated, whose colourful if 
brief fortunes have seen the state lurching 
from one crisis of confidence to the next. 
Zia seeks a way out of the political log- 
jam, and a change in direction, from the 
business of crisis management to long- 
term political management. Apologists 


for his five years of military rule insist that 
the man wants to extricate himself from 
the political process, but that he is not will- 
ing to do so as long as a return to the 
anarchy of 1977 which brought the mil- 
itary to power seems inevitable. 

They point out that the authorities have 
moved some of the way towards the vision 
they have of a stable, democratic, but es- 
sentially Islamic state. The Shariah (Is- 
lamic law) is now practised in the courts 
and it does have considerable popular sup- 
port (as do military courts because of the 
expeditious manner in which cases are 
handled). 

The use of an Islamic banking system, 
following Islam’s prohibition of usury or 
interest, is proving a success and other 
Muslim nations watch the experiment en- 
viously. Zakat (the Islamic taxation sys- 
tem which provides money for the poor) is 
a national institution. Gambling and the 
consumption of alcohol have been 
banned. National dress has been adopted 
by the civil service. And on several occa- 
sions this year Zia has voiced his thoughts 
to the press on an evolutionary return to 
democratic government. 

Another move was the establishment of 
the Majlis-i-Shoora, a federal advisory 
council (REVIEW, Jan. 8). It may well con- 
sist of hand-picked people whom the 
banned opposition condemns as opportu- 
nists and yes-men, but it functions with all 
the trappings of parliamentary procedure 
and, despite the fury of at least one senior 


' minister, the flow of criticism directed at 


government policy has gone unchecked, 
In an election its members are expected to 
be encouraged to stand as candidates and 
though many of them do in fact represent 
opinions far to the left of Zia's supporters 
they will be expected to play a central. role 
in that badly needed consensus. 

The same may be said of the local bo- 
dies or councils elected in 1979. That exer- 
cise was an important lesson for Zia, for 
the bodies were initially dominated by the 
very people Zia wanted to manoeuvre out 
of the political ring — supporters of the 
PPP, still estimated today to be the most 
important single force in opposition cir- 
cles. But these and other elements viewed 
as undesirable were quickly disqualified 
under the local election rules. Hence the 
close attention now being paid to regula- 
tions governing the selection of candidates 
for a potential general election. 

Recently, Zia speculated publicly over 
the future role of the armed forces in the 
country's political decision-making. He 
said he was considering the formation of a 
higher command council which would in- 
clude the defence minister and represen- 
tatives of the three armed services, togeth- 
er with the president and prime minister. 
Such an institution would ostensibly en- 
sure the armed forces a continued stake in 
the state and would help preclude the pos- 
sibility of a return to full military rule. 

But his more outspoken critics view of- 
ficial and unofficial hints of a return to civ- 
ilian rule through elections as a Machia- 
vellian campaign of psychological warfare 
directed both at Zia's domestic opponents 
and at his external friends and critics. “Zia 
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Bell System 


"I phone the States 
and get the ball 
rolling...fast” 


~f | 


Fast action is what it takes when it 
comes to getting American sports 
equipment. Because my customers 
wantitasfastas!cangetit Thats . 
why | do business by telephone: It's 
the fastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
inthe U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...getthe ball rolling by 
phone, and you won't strike out with 
your customers. 

U.S. MAINLAND TIME ZONES* 


Time 
Differe ce From: | Eastern | Central | Mountain | Pacific 
Australia 
(Sydney)** 
China 
Hong Kong 
Japan 
Korea, Rep. of 
Philippines 
Singapore 
Taiwan 
* Time differences are based on Standard Time 
observed in most of the U.S. from the last Sunday 
in October until the last Sunday in April. T 


**Multiple time zone country. 





consider the brutal fact that the opposition 
is motivated by revenge for the execution 
_of Bhutto. He has his own safety to consid- 
er. | 
If he does step down, he will do so quiet- 
ly and in favour of another general, proba- 
bly someone who is thought to have suffi- 
cient charisma to attract popular support 
as president. Several names have been 
mentioned, but one possible candidate 


who stands out is Lieut-Gen. Fazle Haq,. 


currently governor of North West Fronti- 
er Province, a difficult and key role. 

Haq is articulate and has a fatherly im- 
age. He has a good political mind and 
though some Punjabi officers would re- 


| — gard a Pathan as an outsider, his origins 


could work in his favour. Lacking a natu- 


ral power base in Punjab or Sindh provin- | 


ces, he would pose no threat to the mil- 

itary and would have to rely heavily on his 
colleagues. In short; he could be con- 
trolled. He also seems to hold robust, pro- 
American views in keeping with the hawks 
in Zia's cabinet. 


f the middle ground of the opposition 

seems soggy, there hasbeena perceptible 
polarisation of politics. Zia must walk a 
tight-rope between the radicals of the PPP 
on the one hand and the disciplined, Is- 
lamic reformers and their armed student 
supporters on the other. As opposition 
leaders so often proclaim, without the 
holding of free and fair elections the coun- 
try will inevitably become radicalised. 

One example is the Al-Zulfikar guerilla 
organisation operating out of Afghanistan 
and led by Bhutto's son Murtaza. Reliable 
sources said that an Al-Zulfikar guerilla 
fired at the presidential aircraft carrying 
Zia from Islamabad to Lahore on Febru- 
ary 7 with a Soviet anti-aircraft missile but 
missed. Two other squads of alleged as- 
sassins have been rounded up recently 
before they could put their plans into ef- 
fect. 

Zia is under pressure from his friends in 
the Middle East, the United States and 
Western Europe to stabilise Pakistan by a 
return to civilian rule. The Soviet invasion 
„of Afghanistan in 1979 may have ended 
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the (ternational ostracism of Zia 8 reine 1 


which followed the execution of Bhutto, 
but the invasion is no longer a blessing in 
disguise. The presence of 2.5 million 
Afghan refugees in Pakistan and Kabul's 
efforts to revive latent separatism in 
border areas threaten the country’s terri- 
torial sovereignty. Despite hopes of re- 
newed talks with New Delhi aimed at 
creating a no-war pact, the perception of a 
short-term military threat from superior 
Indian armed forces has not receded. 

Zia cannot afford to underestimate the 

strength of his domestic opposition, eith- 
er. It is most remarkable that the MRD 
came into being at all and survived the 
trauma of the hijacking of a domestic air- 
liner to Kabul by Al-Zulfikar members 
early last year (REVIEW, Mar. 20, '81). 
The hijacking helped Zia to attack the 
PPP as a subversive organisation because 
of the involvement of Bhutto's son Murta- 
za. He used the hijacking as an excuse to 
round up PPP activists, who were charged 
with grave offences. 
— There are reports that the MRD is plan- 
ning to mount a general strike in urban 
areas later this year after what is expected 
to be a tough budget which may not meet 
the expectations of municipal and railway 
workers, teachers and bank employees, to 
name but a few of the sectors clamouring 
for higher wages. 

Expert foreign opinion on the future of 
Pakistan's economy can be summed up in 


‚two words: cautious optimism. 


The private sector is actively encour- 
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| aged, but potita uncertainty has meant | 


that the denationalisation of major enter- 
prises has produced mixed results. Al- 
though the worldwide economic slow- 
down has hit exports of textiles, raw and 
processed cotton and rice in the past six 
months, many people are still waiting to 
see whether the cutting of the links be- 
tween the rupee and the US dollar will 
have the desired effect (REVIEW, Feb. 5). 

While the government devotes much at- 
tention to irrigation and rural develop- 
ment, weather is a crucial factor in trying 
to establish a self-sufficient agricultural 
base. The rains came late this year, but, 
despite this there is a sugar surplus and the 


anticipated wheat shortfall is smaller than 


originally feared, and can be made up 
from last year's bumper crop. 

The forthcoming budget is expected to 
follow pragmatic lines. The temptation to 
pump money into the economy will be re- 
sisted while the liberal policy towards im- 
ports will continue. Wage demands will be 
met, partially at least, through an im- 
provement in allowances rather than di- 
rect increases in wages and salaries. The 
growth rate of 5-6% should continue 
through to 1983 at least and, in political 
terms, that suits Zia in any attempt to 
change direction towards democratic civ- 
ilian rule. 

Given all these factors, it is imperative 
for Zia to be seen to be moving towards 
elections, and soon. Time is running out 
for the generals and they appear to know 
it. 


The widow fights on 
Mrs Bhutto is defiant despite being under surveillance, her 
daughter being detained and losing contact with her sons 


Karachi: Opposing the military rule of 
President Zia-ul Haq càn be extremely 
costly as Nusrat Bhutto knows only too 
well. The tall, immaculately dressed wi- 
dow, who gives a misleading impression of 
fragility, maintains an intense personal 
commitment to the Pakistan People's Par- 
ty (PPP) which represents the strongest 
domestic challenge to Zia’s govern- 
ment. 

The PPP was founded by her late hus- 
band, Zulfikar Ali Bhutto, who was 
toppled in the 1977 coup which brought 
Zia to power and hanged in 1979. The 
Bhutto home at the Clifton suburb here 
has many photographs, paintings and 
other mementoes of the late leader. And 


for his widow, now the PPP leader, the 


fight goes on. 

But in personal terms the cost of her 
commitment has been high. She has spent 
about 42 months of the five years of mil- 
itary rule in detention. Her two sons, Mur- 
taza and Nawaz, who have opted for vio- 
lent political change, abandoned their stu- 
dies in London and moved to Kabul to 
head the Al-Zulfikar guerilla group. Mrs 
Bhutto says she has had no direct contact 
with them since they went to Kabul. 

Her fiery and politically formidable 


daughter, Benazir, is detained at the fami- 
ly home at Larkana near Karachi. Mrs 
Bhutto herself is under surveillance and 
the authorities have registered a case in 
the courts charging the Bhutto family with 
expropriation of secret government funds 
during the PPP administration. “I cannot 
give up the leadership," she told the 


. REVIEW. “My conscience will not let me 


do so even if | wanted to. I cannot let our 
people down — people who have lan- 
guished in jail for years for their support of 
the party." 

She insists that the PPP has survived the 
waves of arrests which followed the gener- 


als’ takeover. She describes its progress as 
Slow and steady but conceded that the 


prospect of indefinite terms of imprison- 
ment, lashes and torture deterred many 
people from active political life in an en- 
vironment where all public politics and 
political parties themselves are banned. 
Mrs Bhutto maintains that Zia has no 
intention of leaving politics and that any 
moves by the authorities would simply be 
a step towards consolidating and legitimis- 
ing martial law. She rejected any form of 
what she calls farcical democracy. For the 
PPP and other opposition groups, the only 
acceptable elections would have to be held 
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JUST ASK THE GERMANS. 
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under the 1973 Constitution, which is cur- 
rently suspended. 

In such circumstances she could give an 
assurance that the PPP would not threaten 
law and order, “All I would need to do 
would be to address two political meet- 
ings, one in the Punjab and one here in 
Sindh province and I could’ promise a 
peaceful and orderly transfer of power. In 
fact I think I could speak for the other op- 
position parties, too.” 

She holds that the longer it takes to re- 
turn the country to democratic, constitu- 
tional life the more explosive the situation 
would become. *We don't look for chaos. 
We hope it would never happen. We are 
not trained for fighting on the streets. We 
don't have guns and bombs. The PPP is 
trained to prepare for elections. We are 
ready now," 


ps committees had contacted groups 
of students, teachers, lawyers and work- 
ers to study what the groups wanted, and 
what help the PPP could provide. On the 
day the interview took place Mrs Bhutto 
had been meeting until the early hours of 
the morning with about 200 grassroots 
supporters. She had asked them for their 
response to Zia’s hints of elections based 
on proportional representation or on a 
non-party basis. The overwhelming reac- 
tion had been a resounding no. “They said 
it would simply be another Majlis-i-Shoo- 
ra [the federal advisory council set up by 
Zia last December],” she said. 

“Why would Zia hold elections? For 
what he calls positive results. And what do 
positive results mean? They mean that he 
wants to get himself elected to power.” 

In May it was Mrs Bhutto’s turn to 
chair the Movement for the Restoration of 
Democracy (MRD), the seven-member 
opposition group seeking an immediate 
end to martial law. Why was it that the 
MRD seemed unable to act, reluctant to 
activate popular opposition to the govern- 
ment? Mrs Bhutto pointed out that the 
seven parties involved all had different 
political manifestos. They held in com- 
mon a desire for the immediate lifting of 
martial law and the holding of elections 
under the 1973 Constitution, Even some 
of the opposition groups which had re- 
mained outside the movement had indi- 
cated that they were willing to cooperate 
with the MRD, at least unofficially. 

Although Jamaat-i-Islami Pakistan — 
the ultra-conservative Islamic grouping — 
had not joined the MRD, it too wanted 
elections to be held now. And Mrs Bhutto 
had received a message from the Karachi 
branch of the Jamaat-i-Islami pledging co- 
operation. She noted that the MRD had 
only existed for a year and said that its ex- 
istence and survival was a remarkable 
achievement. 

The PPP leader was clearly upset by re- 
ports she had received alleging that people 
detained for political reasons had been 
tortured and maltreated. “It’s as if Zia is 
not satisfied with the blood of my husband 
— he seems to want to crush us . . .” 
= She alleged that people had been 
burned with cigarettes, and mentioned 
one young man who she said could only 
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Nusrat and Benazir Bhutto: constant pressure. 


crawl following his release because his 
spine allegedly had been damaged by 
beatings. She accused the authorities of 
arresting young people and accusing them 
of links with the Al-Zulfikar organisation 
of which the people detained knew no- 
thing. She alleged: “In some instances the 
only way for someone to avoid being con- 


AFGHANISTAN 


Moscow opens the door 


nected with terrorism was to have his or 
her family pay a police officer a large sum 
of money. Where is justice in Pakistan 
now? Where do we go to find it? Zia seems 
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to treat people as the enemy. But we don’t 


have tanks and armies. How can the peo- 
ple support him in such a situation today?” 
— JOHN FULLERTON 





The Red Cross hopes to have access to jails and to put medics 
on the battlefield foliowing the release of three Soviet prisoners 


By John Fullerton 


Islamabad: The International Commit- 
tee of the Red Cross (ICRC) hopes to de- 


velop its activities in Afghanistan follow- - 


ing a breakthrough move — the release of 
three Soviet soldiers captured by Afghan 
guerilla groups. 

Last week the three were taken from 
the Pakistani border to Quetta, in Balu- 
chistan, and thence to Karachi by air from 
where they were flown to Switzerland. 
Privately, ICRC officials in Islamabad 
said they hope that more prisoners will be 
released, in exchange for captured Af- 
ghan rebels. Western observers held that 
the willingness of two Afghan resistance 
groups to hand over the Soviets had facili- 
tated the first comprehensive agreement 
between the Soviet Union and the ICRC 
since 1945. 

The ICRC hopes to open an office in 
Kabul within a matter of weeks and even- 
tually to have access to jails in most of 
Afghanistan's major cities, including the 
capital's detention centre, Pule Charkhi, 
where thousands of Afghan resistance sus- 
pects are believed to be held. The ICRC 
plans to put medical teams and field offi- 
cers into battle areas both from Kabul it- 
self and from Peshawar. 

Already the ICRC in Peshawar has 
trained 32 Afghan medical workers and 
more are to receive instruction. These 
paramedics will carry basic equipment 


into Afghanistan and give medical treat- 
ment to casualties regardless of their polit- 
ical affiliations. 

More than a dozen Soviets are believed 
to be held by the guerillas — there may in 
fact be more. The three prisoners flown to 
Zurich had been held captive in Ali Jirga, 
two days' journey from the border with 
Pakistan's Baluchistan province. Their re- 
lease into ICRC custody followed 21 
months of negotiations between the ICRC 
delegation in Peshawar and all 14 of the 
resistance factions. The two guerilla 
groups which eventually agreed with the 
ICRC plan are led by Gulbaddin Hekma- 
tyar and Nasrullah Mansoor, both of 
whom belong to the alliance of seven ma- 
jor guerilla groups considered to be funda- 
mentalists. 

The three Soviets will be held atan un- 
disclosed location in Switzerland for per- 
haps as long as two years. Although local 
ICRC spokesmen refuse to comment on 
any aspect of the affair, it is expected that 
more prisoners from both sides will follow 


V- IW 

a 1 
“ge 
lS. 


| 


4 


in coming months and that eventually ` 


batches will be allowed to return to their 
respective homes in the Soviet Union and 
Afghanistan. 

Western diplomatic observers differed 
on how the prisoner-release move should 
be interpreted. 

One view is that Moscow's willingness 
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. to let the ICRC handle the prisoners’ re- 


lease was a sign that Moscow is taking into 
account concern about the war among the 
Soviet public and, more important, wants 


- to maintain the morale of the Soviet occu- 


pation force totalling about 85,000 troops, 
mostly conscripts. | 

Others, however, see the move as evi- 
dence of the Soviet security forces' grow- 
ing confidence in their ability to contain 
the guerilla challenge. It may be no coinci- 
dence that the Soviets appear to be taking 
a tougher counter-insurgency line at a 
time when interest elsewhere is focused on 
the battle for the Falklands, the Iran-Iraq 
war, the Polish crisis and civil conflict in El 
Salvador. 

For the ICRC the exchange is an impor- 


tant achievement in a war being fought in 


remote areas by a plethora of guerilla or- 


ganisations on one side and by both Soviet 
and Afghan government forces on the oth- 
er. The Soviets first approached the ICRC 
headquarters last year on the question of 
their soldiers who had been taken alive 
following the capture of a Soviet fighter 
pilot in Nangahar province close to the 
Pakistani border. 

Last September Afghan guerillas seized 
a Soviet counsellor at the Kabul embassy 
in broad daylight in the capital. The cap- 
tive, identified as E. R. Okrimyuk and 
said to be an archaeologist in his late 60s, 
died in April. It was not known whether 
he had died from natural causes or — as 
his captors claimed — was executed. | [g 


Koh; Jackson: scepticism and frustration. 
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Crying wolf too often 


_UN relief efforts for Cambodia hit problems as donors doubt 


food-shortage forecasts and the Soviet bloc fails to contribute 


By Ted Morello 


New York: The traditional donors’ grow- 
ing Scepticism and the Soviet bloc’s refusal 
to contribute are jeopardising the finan- 
cial future of the United Nations humani- 
tarian operation in Cambodia and, to a 
lesser extent, along the Thai border. 

Referring to the latest grim forecast by 
UN relief agencies, Singapore’s Ambassa- 
dor to the UN Tommy Koh told the 
REVIEW: “The credibility gap is widening. 
We are not convinced by the doomsday 
predictions.” 

The mood of disenchantment was 
shared by other delegates to the May 27 
donors meeting. In the end, less than 
US$6.7 million was pledged to making up 
a shortfall of more than US$45 million in 
the US$87.6 million which is needed to 
carry out the UN's 1982 programmes in- 
side Cambodia and among displaced 
Khmers and affected Thai villagers on 
Thailand's frontier. 

Only four countries made new pledges: 


30 


Japan, US$5.5 million; West Germany, 
US$870,000; Finland, US$230,000, and 
Malaysia, US$20,000. The response was a 
blow to Sir Robert Jackson, the UN repre- 
sentative charged with coordinating the 
Cambodia humanitarian programmes. 

As the threat of mass starvation has re- 
ceded since the relief operation got under 
way about 30 months ago, East- West pol- 
itical rivalry has increasingly intruded. At 
the donors meeting, delegate after dele- 
gate cited the Soviet bloc's holding back of 
aid and Vietnamese military intervention 
as the root cause of the problem. 

The manner in which the problem had 
been politicised prompted Jackson to la- 
ment in sheer frustration that the Cambo- 
dia assignment is “one of the most restric- 
tive" the UN has yet undertaken. Repre- 
sentatives of the World Food Programme, 
the UN High Commissioner for Refugees 
(UNHCR), the UN children's fund (Uni- 
cef), the Food and Agriculture Organisa- 


tion (FAO) and Jackson himself all held 
that assistance on both sides of the Thai- 


Cambodian border should be continued. 


They agreed that, essentially, the outlook 
was. unchanged from the last donors’ 
meeting (REVIEW, Apr. 16). Alan Ever- 
est, Unicef's Phnom Penh-based special 
representative, said that while “people are 
no longer'starving" in Cambodia, there 


- are unmistakable signs that there will be 


food shortages later in the year which, he 
said, will first affect women and children 
— representing about 60% of the popula- 
tion — in the provinces hit hardest by 
floods and drought in 1981. 

An FAO report from within Cambodia 
added that shortages are most likely to oc- 
cur "around July-August or August-Sep- 
tember or a little later." Because of the ru- 
ral economy's weakness and vulnerability, 
it added, the dependence on international 
food aid “is likely to continue on a large 
scale." One of the few bright spots was a 
report by Zia Rizvi, the UNHCR’s senior 
coordinator for Southeast Asia, that the 
number of Cambodians returning to their 
home areas from the Thai border area was 
higher than the number of those leaving 
their homes. Nevertheless, he added, the 
agency-operated programmes still encom- 
passed 400,000 displaced persons. 

Koh touched off the exchange between 
delegates and UN agency representatives 
by asking whether the Soviet bloc had re- 
sponded to earlier donor demands that its 
members commit themselves to contribut- 
ing to the Cambodia operation. Jackson 
replied that he had been unsuccessful in 
getting such pledges beyond the unful- 
filled promise of 10,000 tonnes of urea as a 
contribution towards Cambodia's 1982 
fertiliser requirement of 30,000 tonnes. 

The Singapore ambassador suggested 
that if the communist countries refused to 
share the burden of international assist- 
ance, it may be because they view the 
Cambodia situation with less alarm than 
do the UN agencies. But, replying to criti- 
cism from donor countries of Hanoi's fail- 
ure to contribute, Jackson said that the ' 
food situation in Vietnam was even more 
serious than in Cambodia. 

Thailand's Ambassador Birabhongse 
Kasemsri expressed misgivings about the 
UN agencies' projections and cited Radio 
Phnom Penh reports indicating that the 
regime did not expect food shortages. 
And Japan's Ambassador Wataru Miya- 
kawa said that “while I wouldn't want to 
use the word sceptical," he was hesitant 
about accepting the UN agencies' repeat- 
ed warnings of crises “that did not take 
place." Malaysia's representative Syed 
Arif Fadzillah called for an end to the UN 
operation inside Cambodia by the end of 
the year. 

One result of donor scepticism was that 
of the total new pledges, all but Finland's 
were earmarked specifically for use 
among the displaced Khmers and the Thai 
villagers inside Thailand. UN aid officials 
told the REVIEW that Jackson is frustrated 
and depressed by the donors' reluctance 
to accept the FAO's on-the-ground assess- 
ment of the seriousness of Cambodia's in- 
ternal situation. 
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To do business between one 
country and another, you need to 
build bridges. 

Between different cultures, 
different languages, different 
regulations, and different currencies. 

There’s one bank that can 
help you to build your bridges. 

Barclays Bank. 


SPAN THE WORLD. 
Barclays has a truly international 
banking network - covering 83 
countries, and all the world’s key 
financial and business centres. 
So wherever you're doing business, 
there’s a branch waiting to help you. 


Altogether, you’ve got over 
5,300 branches to choose from all 
run by Barclays. 


FOUNDATIONS AT BOTH ENDS. 
All are staffed by highly-trained, 

experienced people. People who 

really know what’s going on. 
That means you get detailed, 

accurate, up-to-date information. 

And, equally important, you will 

find that since Barclays people are 

speaking to Barclays people, 

communications 

are simpler, 

faster, and more 

reliable. 





NO WEIGHT LIMIT. 

You would expect a bank with 
so large an international network to 
have a strong asset base. 

Even so, you might be surprised 
to learn that Barclays' total assets 
run to over USS93 billion (as at Dec. 
31, 1981). 

Which is enough to take care of 
any project you've got in mind - from 
the smaller deals to the very largest. 

So next time you need finance, 
information or advice ,talk to 
Barclays Bank. They'll 
help you build your 
bridges- and cross 
to the other side. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN: 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, PHILIPPINES, SINGAPORE, VANUATU. 


“Its been said that Pm one of the most exciting 


soccer stars ever. Through practice and dedication 
I developed my own unique style, 


a winning style. And I admire 
others who have the 


rd 
dedication to develop a 
winning style of their own.” 


And like frequent guest Pele, 
we're sure it won't take you long to see how 


Sheraton. wins on style. 


From the moment you walk into'Our 
lobbies you'll see why. From traditional to 
modern, every Sheraton Hotel says com- 
fort and stylein its own special way. 

From breakfast in your room, to dinner 
in one of our fine restaurants, Sheraton 
caters to your every need. 

So wherever your next trip may 
take you, make sure you come to 


Sheraton, and see for yourself how 
Sheraton wins on style. 


\ Sheraton Hotels 
Worldwide (S), 
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reservation to 
stay in style 


A With just one call we can immediately confirm 


-your reservation to stay in style, in any one of 
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Gan. even book a year in advance. 
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gent travellers, the far ys to ni d 
Review soars above all the rest. | 


At present most of the world's leadi ng airlines 
that have routes in Asia use the Far E. 
Economic Review regularly as a prima: 
vertising medium. Why? The answer is s 
because the Review reaches the highest au- 
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pendent business travellers of any regional "E: 
publication in Asia today. And does it more | 
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Mr C. H. Stolbach, 


Far Eastern Economic Review, 
GPO Box 160, 
Hongkong. 





take Asia seriously | LB 





hartered has helped 
dustry. 


Since 1853, The Chartered Bank has played a vital role in Asian business 
and industry. Participating in prestigious government loans, investing in fledgling 
industries and helping to support Asia's traditional exports such as timber, sugar, 
rice, tin and rubber through the good times and the bad. 

Today, through our network of more than 185 offices in over 15 Asian countries, 
we're more involved than ever. 

For example, we're involved with large-scale project finance and major loan 
syndication throughout the region. Our many years in the area have made us experts 
in local markets and practices. And it goes without saying that our trade finance and 
import/export capabilities are second to none. 

So whatever you want from a regional bank, whether it's letters of credit, giant 
offshore transactions, or just market advice, we can help. 

In fact, you mightSay, our industry could help yours. 


THE CHARTERED BANK 


A WEALTH OF EXPERIENCE IN ASIA 


A member of the Standard Chartered Bank Group with over 1500 branches 
in more than 60 countries, 


Hong Kong, Malaysia, Singapore, Indonesia. Brunei, Philippines, Japan, Korea, The People’s Republic of China, Thailand, 
Bangladesh, Sri Lanka, India, Pakistan, Nepal, Australia (Standard Chartered Bank ) 





Benson & Hedges 
Special Filter 


Created and perfected by the House of Benson & Hedges 


WW F/ Kojo Tanaka/BCL 


‘Lhe 
Giant Panda 
needs your help 
to SUrvIve 


ONSE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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721™ Steel Belted Radial. Superb performance 
demands a cool running tread over a tough tire body. 
Firestone delivers both in a steel belted radial built to grip the 
road while it turns you loose. The 721 Steel Belted Radial. 

You'll get positive traction, long life mileage of impact 
and corrosion resistant 7-over-2-wrapped by-1 steel cord, 
and fuel efficiency in the 721 Steel Belted Radial. The 721 
is the finest radial passenger tire we've ever designed for 
dependable handling and steering control. 

Demand Firestone 721 Steel Belted Radials — and discover 
what it’s like to command performance. 
































Firestone International 
Sales Corporation 

1200 Firestone Parkway 
Akron, Ohio 44317 U.S.A. 

(216) 379-7000. Telex: 98-64-31 








Were out to 
make Asia's first airline 
Asia's first airline. 






==> first airplanes 
across the Pacific 

to San Francisco were Philippine Airlines DC-4’s. 

Today we fly 747's daily across the 

Pacific; four evenings weekly to San Francisco 

and three evenings to Los Angeles. 

You'll find the latest wide-bodies on Asia's 

very earliest airline. 







When youre traveling 
to foreign lands, a little 
gentleness goes a long 
way. Especially on 

Philippine Airlines. 

Our beginnings go 
back over 40 years. 

- But our tradition of 
ES Philippine hospitality 
i goes back 1,000 years! 


Back in the 405, 
Philippine Airlines was the 
first Asian airline to serve in-flight food. Since then, 
we've cooked up some great new dishes. Not just elegant 
Continental entrees and special Philippine delicacies. 

We pioneered in serving Frances Nouvelle Cuisine. 
Passengers raved about it, and Plaisir Gastronomie 
called it the world's finest in-flight cuisine. 


We started 

in 1941. By 1946 

we were the first 
Asian airline to 

fly internationally, 
first to serve 

Europe and now the 
first airline in the 
world to offer 

14 full-length, stretch- 
out beds as part 

of our First Class 
"Cloud Nine" service. 
It's the very last 
word in overnight 
accommodations 

on the very last 
word in 7475. 





* 3 . s . 
Asia’s first airline. Amsterdam Athens Bahrain Bangkok Brisbane Canton Frankfurt Hong Kong Honolulu Jakarta Karachi 


Kuala Lumpur London Los Angeles Manila Melbourne Peking Port Moresby Rome San Francisco Singapore Sydney Taipei Tokyo 











TRAVELLER'S 


e DURING the recent election cam- 
paign in Indonesia, the Muslim United 
Development Party (PPP) suffered 
some setbacks, particularly in Jakarta, 
though they scored again in such strong- 
holds as Aceh, northern Sumatra. I 
wonder if the city dwellers are becoming 
a little too sophisticated to be swayed 
by the tactics of some of the more ex- 
treme of the party's supporters, who 
were reliably reported to have canvassed 
votes among the poor, telling them that 
unless they voted for the PPP, putting 
their crosses next to the party symbol, 
the sacred Ka'abah shrine in Mecca, 
they would assuredly go to hell. 

e RELIGIONS, 
andthe promise of 
paradise — or hell 
— have been used 
as forms of black- 
mail since man 
first worshipped 
and appointed 
priests to explain 
the infinite. It is 
not always seen in 
such a blatant 
form as in adver- 
tisements which recently appeared in the 
Hindu newspaper of Madras. For the be- 
nefit of the superstitious it stressed the 
compassion of the goddess Kali, but 
warned of her destructive powers (which 
could nevertheless be bought off by an 
offering): 
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€The ever present Vedas speak of Maha 


Kali as the main Sakthi. Kali Devi de- | 


vours the very lives of demons who 
are treacherous, but she is the embodi- 
ment of Mercy and known as Bhayan- 
kari. 

Badra Kali alone is capable of confer- 
ring peace, victory and MANGALAM 
to her devotees. It is impossible to de- 
scribe or speak of the glory and greatness 
. of Sri Dakshina Kali. 

Talisman (Gold and silver) will be 
kept in the Homa Puja of Sri Dakshina 
Kali Laksha Traya Homam to be per- 
formed from Hastham of Chitrai to Has- 
tham of Vaikasi, 5-5-82 to 1-6-1982. 

The efficacy of the'Gold and Silver 
Rakshas kept in the Laksha Traya Ho- 
mam of Sri Dakshina Kali (who rules 
over the Gods) cannot be adequately de- 
scribed. The Rakshas can eradicate all 
troubles caused to good people by evil 
spirits, black-magic witch craft, sorcery 
and so on. 

Those who contribute Rs 975/- to- 
wards the Homa Pooja expenses will get 
a gold Talisman kept in the Dakshina 
Kali Laksha Traya Yagnam for 28 days 
along with the Homa Prasadams. — — 

Those who contribute Rs 27/- towards 
the Homa pooja expenses will get a 


silver Rakshai of Sri Dakshina Kali | 


along with the prasadams.* 
e AHEADLINE from the China Post, 


FAR EASTERN ECONOMIC REVIEW e JUNE 4, 1982 
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Taiwan's English-language daily, which 
was more intriguing than the story which 
followed: 
ROC Camping Body 
Bares Activities 

@ ANOTHER item in the China Post 
recently is enough to give nightmares to 
environmentalists. Headlined “Island- 
ers like N-dump,” it read: 


€Orchid Island residents want to know 


what all the fuss over nuclear waste 


material is all about. Inhabitants of this 
small offshore island claim they are 
proud that Orchid Island has been cho- 


‘sen as the site of the first storage dump 


for untreated radioactive waste mate- 
rials and are urging the provincial gov- 
ernment to declare the storage dump an 
official national tourist attraction.* 


Now, is that a result of ignorance, or 
of "state" education? 

Perhaps a clue lies in an ad from the 
same paper on May 12, which struck sev- 
eral readers, including K. Singh, Betsy 
Gurlacz and Roland Wu. It sounds as if 
the after-effects of radioactivity are 
counted as attractive in Taiwan! 


e MODEL WANTED è 


WE ARE LOOKING FOR A FOREIGN 
FEMALE MODEL, AGE 18—25, INVOLVED 
WITH GRACEFUL FEATURE, FANTASTIC 
LOOKING AND GLOWING SHAPE, TO 
INITIATE OUR INT'L COSMETICS MAR- 
KET. IF INTERESTED PLS CTC IM- 
MEDIATELY (02)-7622130—4 DEARLAND 
9AM.TO5PM. ATTN MR. FANG. 















@ ALSO from the China Post: 
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* A EDUCATION : 


Shee beaketwese® 
British teacher requires 
board and longings for 
one month will exchange 
tution, adults, children. 
No -Chinese spoken. Tel 
Dave (02) 351-3460. 





-@ NOT content with choosing an off- 


beat name for their shop, the passionate 


barbers of Taipei, Taiwan, put their let- - 


ters up backwards: 





The Chinese characters mean “Zeal- 
ous Barber Shop." For the uninitiated, 


M 


| s 1 À J 
muni dole 


one of the readers who spotted the sign, 

R. D. McCall, explains that many of Tai- 
wan's barber shops offer services otheri 
than tonsorial, that many of the barbers 
are ladies and that some of them are both 
zealous and passionate in their work — 
but not necessarily backward. | 

e ANOTHER Taipei resident who 
spotted the same sign, H. Weiner, writes 

that he also obtains much information 

and innocent fun from the China Post. 

This ad appeared on March 4: 


FOR SALE 


If you want to know the theme of punc- 
ture, please tell me. My name is Thevenin 
Bor-Show Jeng or &j fü # e. 

Telephone number is (02)8820131 or (02) 


8827956. My address is Fl. 4, No. 78, Da- 
Dung Rd. Shih-Lin District, Taipei, The 
Republic of China. - Come quickly, please. 
The value is NT$ 800 million. The commis- 
sion is 150 million, the bargain can consult. 





As Weiner remarked, he was not able 
to work out why the "theme of punc- 
ture" should be worth NT$800 million 
(US$21.05 million) — and at the rate of 
commission demanded was too nervous 
to telephone to find out. But some of the 
mystery was solved when, a week or so 


later, the ad reappeared, rather more - 


carefully phrased. The secret was that of 
acupuncture and the price had dropped 
from NT$800 million to NT$6.5 million 
— with the chance of a Nobel Prize 
thrown in! 


MANUSCRIPT FOR SALE 


IF YOU WANT TO KNOW THE PRINCIPLE OF 
ACUPUNCTURE, PLEASE TELL ME, MY NAME IS 
THEVENIN BOR-SHOW JENG OR fj 4H $$ e. 
TELEPHONE NUMBER IS (02) 8820131 OR (02) 882- 
7956. MY ADDRESS IS FL. 4, NO. 78, DA-DUNG RD. 
SHIH-LIN DISTRICT, TAIPEI, THE REPUBLIC OF . 
CHINA. COME QUICKLY, PLEASE, IF YOU CAN 
MODIFY IT, YOU MIGHT GET THE NOBEL PRIZE. 
THE PRICE IS NT$6.5 MILLION. (SUBJECT TO 
NEGOTIATION). 





e A GUEST at a hotel in southern 
Thailand retrieved this strip of paper 










CLEANS UP DISEASES ALREADY 


from the toilet indicating that the lava- 
tory seat had been “sterilised.” 





Itreadsasiftheroom had been cleaned . 


by the ubiqui- 


tous Jewish 
momma! 
e BUT the 


curative power 
of the Thai toi- 
let has nothing 
on a toothpaste 
advertised in a 
newspaper in 
Peshawar, Pak- 
istan, and spot- 
ted by “The 
Ices.” 


like: Blood 
Cancer, 
and Syphilis 


All types of Tooth Pastes 
clean the teeth but it is only 
that helps cure a number | 
of dental diseases 

including Bleeding of Gums. 
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Gurkhas under fire 


The presence of Gurkhas with the British forces in the South. 
Atlantic brings the UN committee on mercenaries to the fore 


By Ted Morello 


New York: The Falkland Islands debate 
has focused attention on the little-known 
United Nations committee on mercenar- 
ies and has raised concern in areas as far 
apart as Nepal, Argentina, Brunei and 
Britain. The issue is whether the Gurkhas, 
the famous Nepalese-born troops, a unit 
of which is serving with British forces in 
the South Atlantic, are mercenaries. Ar- 
gentina’s Ambassador Eduardo Roca 
touched off the debate by insisting ina UN 
Security Council protest last month that 
they are. British Ambassador Hamilton 
Whyte retorted that they are not. 

Other delegations are lining up on one 
side or the other, their positions in some 
cases — Pakistan's, for example — reflect- 
ing their own vulnerability to criticism. 
The diplomatic clash brought into spot- 
light the UN General Assembly's sub- 
group whose mandate as spelled out in its 
official title is to draft an international 
convention against the recruitment, use, 
financing and training of mercenaries. 

Established by the assembly in De- 
cember 1980, the 34-nation committee's 
most visible accomplishment to date has 
been to achieve unanimity in condemning 
the use of mercenaries. But while such 
epithets as soldiers of fortune, profession- 
al assassins and hired killers punctuated its 
proceedings, the committee has been un- 
able to agree on a definition of a mercen- 
ary. 

There is no question, however, that the 
terms have emotional impact of a high 
order, particularly among Africans, who 
. spearheaded the UN initiatives dating 
back more than a decade to outlaw mil- 
itary activities that they perceived as inim- 
ical to liberation movements. For that rea- 
son, Roca’s accusation touched raw 
nerves. Nepal’s Ambassador Uddhav Deo 
Bhatt suddenly became unavailable for 
questioning about his government's posi- 
tion on the Gurkhas. 

Foreign exchange has been a major con- 
sideration with respect to military units 
hired out on a government-to-government 
basis by other nations. Pakistan, for exam- 
ple, is regarded as one of the most prolific 
sources of top-quality fighting men. At 
present, it is reported to have army and air 
force personnel in many countries, partic- 
ularly in the Gulf, including two divisions 
totalling an estimated 30,000 men operat- 
ing in Saudi Arabia, a claim which Islam- 
abad denies. | | 

Pakistani President Zia-ul Haq himself 
participated in an expedition when he 
commanded a brigade sent to Jordan in 
1970, ostensibly on a training mission but 
in fact to protect Jordan's King Hussein 
against a Palestine Liberation Organisa- 
tion (PLO) attempt to overthrow the mo- 


An 


narch. In what became known as “Black 
September," the Pakistani troops inflicted 
a crushing defeat from which the PLO in 
Jordan never recovered. 

Sources in the UN mercenaries commit- 
tee said they would not be surprised if the 
Soviet Union or its allies on the committee 
were to raise the issue of Pakistani forces 
abroad to counter the UN condemnation 
of Moscow's intrusion into Afghanistan. 
In fact, pro-Soviet delegates in committee 
debates have already accused Pakistan 
and China of using mercenaries *as an in- 
strument of foreign aggression" against 
the Soviet-supported Babrak Karmal re- 
gime in Kabul. 

Since 1981, the committee has met an- 
nually in January and spokesman Waliur 
Rahman of Bangladesh told the REVIEW it 
has "narrowed differences of viewpoint." 
However, in his reports on the commit- 
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Gurkha in Hongkong: regular soldier. 


tee’s proceedings Rahman, Dacca’s depu- 
ty permanent UN representative, makes 


clear that there is still a wide divergence of : 


opinion on the definition of a mercenary. 
So controversial are the issues that in 
order to avoid a total deadlock the com- 
mittee was forced to set them aside by 
relegating them to working groups created 
specifically for the purpose. 


D: on a future international con- 
vention pivots on a working paper sub- 
mitted by Nigeria which Rahman pointed 
out is the only complete draft available on 
the subject. The Nigerian paper incorpo- 
rates virtually unchangedthe definitionof a 
mercenary contained in a 1977 protocol to 
the 1949 Geneva Convention. Under this 
definition, a mercenary is any person who: 

» is motivated essentially by the desire 
for private gain and is promised compen- 
sation substantially in excess of that paid 
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to comparable personnel in the recruiting 


nation's own armed forces; 

» is neither a national of a party to the 
conflict nor a resident of territory con- 
trolled by the recruiting country; 

» isnot a member of the regular armed 
forces of a party to the conflict; 

» has not been sent by a state which is 
not a party to the conflict on official duty 
as a member of its armed forces. 

Argentina, which is not a security coun- 
cil member, sprang its surprise attack on 
the Gurkhas not during its internationally 
spotlighted participation in the council's 
Falklands debate but in a sparsely at- 
tended, virtually ignored council session 
dealing with last November's abortive at- 
tempt to take over the Seychelles by what 
a UN commission has described as mer- 
cenaries led by Mike Hoare and backed by 
South Africa. 

Speaking in the wake of a Gurkha infan- 
try battalion's embarkation from Britair 
for the Falklands aboard the commis: 
sioned liner Queen Elizabeth 2, Roca cit. 
ed reference books characterising a Gurk- 
ha as *a Nepalese mercenary soldier" whc 
is not a British subject but serves in the 
British Army. 

He pointed out that the Gurkhas were 
used by the British from the 1857 siege o! 
Delhi and the 1900 Boxer Rebellion ir 
China through World War II, and that af 
ter Indian independence they were sent tc 
Britain's “colonial bastions of Hongkong 
Singapore and Malaysia.” The Argentini- 
an ambassador said: “The internationa 
community is shocked to see that for the 
first time . . . mercenary forces are being 
introduced into Latin America in order tc 
bring about the restoration of a colonial si- 
tuation." 

In a rebuttal speech, Whyte totally re- 
jected Roca’s equating of the Gurkhas 
with the Hoare mercenaries. The Gurk- 
has, the ambassador said, served with the 
British crown “in accordance with agree. 
ment openly and honourably arrived a 
with the Government of Nepal.” Whyte 
contended that the 1977 protocol, “the 
only internationally agreed definition" o: 
a mercenary, excludes a member of the 
armed forces of a party to a conflict. “The 
Gurkhas,” he said, “comprise units of reg- 
ular troops; they form a fully integratec 
part of the United Kingdom forces anc 
perform the same duties at home anc 
abroad as other forces. In no way can they 


be classified as mercenaries.” 


The agreement governing British em: 
ployment of the Gurkhas was signed ir 
Kathmandu in November 1947 in th« 
wake of Indian independence. Askec 
about arrangements for the Gurkha bat: 
talion serving in Brunei when the British. 
protected sultanate becomes fully inde: 
pendent next year, a spokesman at the 
British UN mission replied with visible re: 
lief: “That is a matter to be worked out be: 
tween London and Brunei. It is not ar 
issue that we here are involved in." 


» Kedar Man Singh writes from Kath: 
mandu: Nepalese Gurkhas serving in botł 
the British and Indian armies have fough 
many wars and won much praise for thei) 
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Be sure they all 
get the picture 


with General Electric 
Professional Large Screen 
Video Projection 





With General Electric's exclusive system for bright, sharp. 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric system 
registers the colors for you, eliminating time-consuming 
manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 


PE SELL-OUT CROWDS at Fiske Planetarium, Boulder, watched live 
ees Medical, dental, engineering, computer science NASA transmission presented by General Electric projector. 





Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 

Aerospace and Defense: Situation displays, simulator 
training. 

Entertainment: Theatre television, closed-circuit TV events 
overflow crowds, special effects. 


Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 
Call or writes General Electric Company, Video Display 


Equipment Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. 


, 





P 


ENGINEERING INSTRUCTION displayed by General Electric pro- MINUTE DETAIL ENLARGED by General Electric projector for 150- 
jector in 820-seat auditorium at University of Cincinnati. student classes at Upstate Medical Center, Syracuse 
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try spokesman strongly refuted this allega- 
E tion and stated that Gurkhas in the British 
BR _ Army fight along with British soldiers to 
PR defend Britain's sovereignty. 
—  — Referring to the 1947 tripartite agree- 
. ment signed by Nepal, India and Britain, 
E 2 a Pe spokesman said that London and New 
M . Delhi have the option to recruit Nepalese 
a — Gurkhas into their regular forces and 
a a those recruited have the same rights of 
pension and gratuity on retirement as ap- 
- plicable to the citizens of those countries. 
j E du the agreement Gurkhas serving in 
the British Army can be deployed any- 
= where as and when the British Govern- 
=- ment deems necessary. 
Te B . There are about 8,500 Gurkhas in the 
E - British Army including four battalions in 
- Hongkong, one stationed in the tiny Bor- 
neo state of Brunei and one normally 
based in Britain but now forming part of 
the task force in the South Atlantic. 
- About 75,000 Gurkhas also serve in the 
- Indian army. The Nepalese exchequer be- 
* nefits to the tune of £10 million (US$17.85 
~ million) from remittances and pensions of 
. Gurkhas. | 
B As for the disputed Falkland Islands, 
j b. the spokesman said: “Our point of view is 
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that the efforts towards decolonisation 


- should be made through mutual negotia- 
A ions and we oppose any military action 
= which might aggravate the world situa- 
E b M 
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Nepal's election to local-level 
panchayats shows a 
swing to the liberals 


By Kedar Man Singh 

Kathmandu: Liberal candidates scored a 
big victory in last month's election to vil- 
lage and town panchayats (councils), bols- 
tering the country's partyless panchayat 
system. The results were also seen as 
strengthening the hand of Prime Minister 
Surya Bahadur Thapa who is the top liber- 
al in thé National Panchayat (parliament). 
Significantly the electorate overwhelm- 
ingly rejected candidates identified with 
both the extreme Right and the Left. 

At stake in the election, the largest of its 
kind in the 22-year history of the pancha- 
yat system in Nepal, were 192,088 seats 
for 4,051 village and town councils. The 
authorities had to mobilise more than 
60,000 civil, military and police officials to 
conduct the poll which went off peacefully 
and was considered reasonably fair, 
though sporadic complaints of vote-rig- 
ging were voiced by defeated candidates. 
With a rate of illiteracy of more than 70%, 
ballot papers did not bear the names of 
candidates. Inthe absence of political par- 
ties each candidate had to have his or her 
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id, mostly because of wrong markings. 

This first exercise in adult franchise at 
the grassroots level gave a severe drub- 
bing to former communists. Bucking the 
trend, however, was the town of Bhaktap- 
ur where all the successful candidates be- 
longed to a former Marxist-Leninist fac- 
tion. On the other hand, most of the 
rightwing contestants were also voted out, 
even though they fervently support the 
panchayat system. 

Ironically, most of the middle-of-the- 
road intellectuals who were victorious 
were the ones who had voted against the 
panchayat system and for a multi-party 
democracy during 
the national refer- 
endum in 1980. As 
the referendum 
supported a par- 
tyless system, 
these people also 
did not participate 
in the election to 
the National Pan- 
chayat last year. 

All political par- 
ties in the country 
are banned, so 
that former party 
members could 
contest only in 
their individual ca- 


Thapa: stronger. 








The lion beckons 


| A bill welcoming Pakistani Kashmiris puts Sheikh Abdullah 
4 l on a collision course with New Delhi and the Hindus 


E Mohan Ram 


= New Delhi: The Indian state of Jammu 
L^ "uis . and Kashmir is inviting a problem from 
. across the Pakistani border and in turn 
. forcing a confrontation with New Delhi. 
. The state legislature has passed a bill en- 
. abling Kashmiri emigrants to Pakistan to 
- . return and become Indian citizens. When 
foc state governor B. K. Nehru received the 
: E - bill for his assent he promptly referred it to 
a po Indian attorney-general as the matter 
dn not only on tense centre-state 
* E relations but also repu with ETAP na- 
. tionals. 
i Unlike other Indian states, Jammu and 
n de. BAS abimir enjoys a unique position due to 
ET 








WE: 


the special circumstances of its accession 

. tothe Indian union in 1947. Soon after the 
1d partition of the Subcontinent, Pakistan 
sent irregular forces to take over the Mus- 

. lim-majority state. But the state's Hindu 
prince acceded his domain to India to en- 
. able Indian troops to intervene. A United 


| E Nations-sponsored ceasefire in 1948 left a 
—. third of the state under Pakistani con- 
ENSS strot. 

~ The Indian Constitution was extended 
E _ tothe state in 1954, but it was also allowed _ 


. . to have its own Constitution in order to 
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protect its special identity. The State 


government was empowered to enact laws 
protecting the interests of people of Jam- 
mu-and-Kashmir origin. In order not to 
inundate the sparsely populated state, In- 
dians from other areas were not allowed 
property rights there. 

The proposed bill empowers the state 
government to repatriate and resettle 
former state subjects and their descen- 
dants, a move well within the purview of 
the legislature. But the fact is that the in- 
tended returnees are now Pakistani citi- 
zens — some by birth and others by domi- 
cile. On returning they will be eligible for 
Indian citizenship, an issue which comes 
under the jurisdiction of the central gov- 
ernment in New Delhi. The existence of 
this anomaly in the Constitution more 
than three decades after the state acceded 
to India is now creating political prob- 
lems. 

New Delhi’s legal experts may be able 
to spot loopholes in the bill, which has no 
provision for scrutinising Pakistani nationals 
before repatriation, but that would only 
intensify the political confrontation Jam- 


.mu and Kashmir’s Chief Minister Sheikh 


Abdullah has set in motion. The sheikh, 
known as the Lion of Kashmir, has justi- 
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fied the bill on so-called humanitarian 
grounds. Significantly, it was during his 
first stewardship of the state in 1953-57 
that thousands of Kashmiri families were 
deported to Pakistan for political and se- 
curity reasons. Subsequent state adminis- 
trations reunited many of the separated 
families through the auspicies of New Del- 
hi, without making it a political issue. 

The bill was first introduced in March 
1980 and it has been languishing at the 
committee stage for two years. Now, Ab- 
dullah has chosen to have it passed quickly, 
using his overwhelming state government 
majority. Elections to the state assembly 
are due next year and there have been re- 
ports of a snap poll in the coming months. 
Abdullah has recently been criticising 
Prime Minister Indira Gandhi’s Congress 
party for trying to destabilise the state rule 
of his National Conference party. 


bdullah could gain a great deal of edits 

cal mileage out of the bill. If it is passed 
he stands to improve his standing with the 
Muslim majority in the state. If he fails, he 
could mount a propaganda offensive 
against New Delhi for diluting the consti- 
tutional status of the state. The sheikh has 
charged New Delhi with inciting conflict 
among the three regions of the state, and 
his bill could add fuel to this fire. 

The Kashmir valley is predominantly 
Muslim while the Jammu region is Hindu 
and the Ladakh area Buddhist. People in 
the non-Muslim regions have opposed the 
ap evens: grues over the pil tap 
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cially recognised mass organisations — 
those grouping peasants, workers, ex-ser- 
vicemen, women, adults and youth. As a 
result the Nepal Congress party, which 
had consistently opposed the panchayat 
system, told its supporters to contest the 
polls as individuals. E 
The former Nepal Congress members 
showed their clout in the capital, Kath- 
mandu, where youth activists Kamal Chi- 
trakar and Kanchan Mala Chalise were 
elected mayor and deputy-mayor respec- 
tively. This has already raised speculation 
that former party members could even- 
tually take over the partyless system it- 
self. The ultra-rightists in the National 
Panchayat, led by former prime minister 
Tulsi Giri, also warned that the direct 
election to village. and town councils 
. would result in infiltration by former con- 
gress-party activists and in the long run 
lead to the elimination of the panchayat 
system. | 
While speculation about the indirect 
rise of the multi-party system continues, 
the rout of the Right has made the job of 
the Thapa government in Kathmandu eas- 
ier. Under the Constitution the village and 
town councils have been empowered to 
collect some taxes and exercise minor 
quasi-judicial functions. The dominance 
of liberal panchas in local administration 
would suit Thapa's policies. It would also 
help implementation of the country's de- 
velopment-budget plans worth Rs 600 mil- 
lion (US$40.6 million). 
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pear to be largely along religious lines — 
as the returnees would all be Muslims — 
more is at stake. In the wake of the 1947 
partition large-scale population move- 
ments occurred between the state and 
Pakistan, involving also the part of the 
state that remained under Pakistan after 
the 1948 ceasefire. The state government 
resettled displaced people on land belong- 
ing to those who had left for Pakistan. If 
-the original owners or their descendants 
were to return and claim ownership rights 
to those lands it would result in thousands 
of court battles and could land the state 


authorities with further political prob- 


lems. 


. The issue becomes more complex when > 
viewed through the eyes of yet another - 
class of refugees, Hindus from Pakistani | 


Punjab, who settled in the Jammu region 
and were given land to till but not the 
ownership. If the new returnees are treat- 
ed better than this group, resentment 
would intensify. 

The opposition Bharatiya Janata Party 
(BJP), which improved its standing in last 
week's election in the states of Himachal 
Pradesh and Haryana, has already warned 
of nationwide protest against the bill. The 
BJP, previously called Jana Sangh, has 
thrived on exploiting Hindu sentiments 
and opposing Jammu and Kashmir's spe- 
cial position in the Indian union. If Abdul- 
Jah persists in his latest legal ploy he could 
be on a confrontation course with both the 
central government and the Hindus in his 
state. _ . 
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Boar I will be on an all-too-brief 
visit to my Aussie homeland this 
week, I have been checking on under-re- 
ported parochial events there. Alas, the 
emphasis seems to remain parochial — 
though I had had an earlier impression 
that liberalised immigration was widen- 
ing the Australian horizon, to the West 
as well as the East. 

Believe it or not, Prime Minister Mal- 
colm Fraser is apparently losing votes 
because he travels abroad so often. His 
latest visit to the United States was his 
26th absence from Australia since he be- 
came prime minister — an average of 
more than four a year. And he is sup- 
posed to be planning two or three more 
trips before the end of the year. All the 
better, I should have reckoned, because 
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Hayden: reluctant traveller. 
he was showing the Aussie flag overseas 
and.strengthening international ties. 
But my astute Canberra colleague and 
informant, Peter Costigan, takes the op- 
posite view. So — as he points out — 
does Labor opposition leader Bill Hay- 
den, who is hesitating to accept an invita- 
tion to visit the US during the next four 
months. As opposition leader he is. en- 
titled, under the Australian Constitu- 
tion, to make a round-the-world tour 
every year. He has made trips to the 
Middle East and Europe, but has visited 
the US only once since he became top 
Labor man four years ago. 
Hayden is convinced that Fraser's 


| travel is on Labor's side as the next elec- 
| tion looms and he will apparently soon 


make an open pledge that he will never 
travel abroad more than once a year if he 
becomes prime minister. 

(It is interesting to recall that former 


Australian conservative prime minister 
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Sir Robert Menzies travelled frequently | | 


but that Labor prime ministers Jack Cur- 
tin and Ben Chifley seldom left Austra- | 


lia. Surely Menzies will be remembered |. 


in Australia long after Curtin and Chi- | 
fley are forgotten?) -~ 


Hayden is more interested in Asean | 
than Anzus and maybe would move to | 
have Australia join Asean if he toppled | — 


Fraser. Of course, he is not really anti- 
American but he argues that Australia is 


too dependent on the US. If he risks a | 
trip abroad before the next election, he | — 


will certainly travel through the Far East 


on his way to the US. He must be pre- |- 


pared to defend himself against charges 
of anti-Americanism as he seeks to les- 
sen Australia's so-called dependence on 
the US — vital, of course — in any revi- 
sion of the Anzus pact. Probably he will 
stay home. 


Of course I will visit Canberra on my | 


visit to the homeland. Alas, I will not be 


there for the 35th national conference of | _ 
the Australian Labor Party in July. Pre- | 


viously, this conference, which tries to 


close ranks and unify an election offen- | 
sive, met iri Sydney and Melbourne — | - 


more convenient and more economical. 
This will be the first Labor meeting of 


an expanded delegation of 99 members |. 


— including, astonishingly, about 25% 


lady members. (Are we Aussies going | . 


women's-lib-crazy?) These lady dele- 


gates intend to make a non-political | - 
proposal that Labor policy will in future | - 


favour “abortion by demand." This 
move could split Labor because many of- 


its supporters are Catholic religious | - 


groups. 


(Democratic politics are so often | - 


vulnerable to morality and religion and | 
the influence or compliance of the la- 
dies. After all, President Zia-ul Haq of 


Pakistan, in his recent campaign for | - 


“women’s liberation,” has aroused con- 


troversy by arguing that “the ideal wo- | - 
man in an Islamic society must combine | 
dignity and service, and [Muslims] must | - 


give them respect and dignity but em- 
phasise their roles as housewives. ") 
And so we move to another minor but | 


prickly Australian issue: a dispute over | - 


whether women — married or single — | 
who apply to join the police force should | 
have a compulsory pregnancy test. The 
New South Wales police department 
made this mandatory when a reeent re- | 
cruit admitted, after acceptance, that 


she was pregnant and so must have a re- | 


laxation of her 12-week initial training. 
The New South Wales Police Associa-, 

tion denounced the decision as discrimi- 

natory: “Supposedly, it is not all right to 


be pregnant the day before youstartina | — - 


training class, but it must be all right if a 
female member becomes pregnant after 
the first day's training." (Interesting im- 
plication?) — 
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ely regime headed by men ‘rendered remote and arro- 
t by the prolonged war, the source of hundreds of thou- 
s of tragic refugees; however, the genocidal Khmer 

ouge were hardly more worthy ofs upport by nations which 
ad in the past recognised regimes put in place by foreign 
Ti bet, dido. and the Central African Empire 






it “exacerbated communal pressures in “the 
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1978, stemmed from fears, which in i tetr- 
| spect seem ` ‘justifiable, 
| namese were attempting to regain control | 
| of the Khmer communist party and there- | 
-fore of the Khmer revolution. Et 
| Subversion, coup attempts and purges i 
| from January- -February 1977 to the üpris- - 
| ing in May 1978, were laced with credible ` 
EO reports of Vietnamese involvement. The |. 
l il forcible installation of Heng Samrin was - 
| butthe most direct of a series of Vietnam- 
z| ese efforts to Overthrow Pol Pot. 

| The REVIEW's article would have us be- ce 

4 lieve that the Vietnamese were not only | 

| but also militarily, innocent. 

1i 
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While Pol Pot’s forces were maniacal on ` 1 


| there are also unanswered - 
ul quu about whether the. Vietnamese : 
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Ai of iue D by C ‘am- : 
bodia late in December. i 
. MWietnam's "restraint" 
appeals for a ceasefire" and their ceasefire 
proposal of February 5, 1978, did not pre- | 
cede but rather followed their December ` 
1977 invasion of Cambodia. Moreover, 


i noi had m made ‘prolonged but. vain aimee l 


a the pressure was increasing Hanot’s de- 
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great advantage to all coi rnc cept the o | 
give Hanoi the chance of r ponding to the offer of renewed E 
negotiations and the prospect of ana ternative option to be- 
coming Moscow's puppet: ^ | 
. Atthe request of US: scretary of State Alexander Haig | 
(who shook hands with Rouge leader leng Sary in 

E New York after the 1981 L Jnitëd Nations vote paei con 
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is, reparations), in negotiating normalisa- 
tion of relations with the US. Premier 
Pham Van Dong visited the Asean capi- 
tals in August and September to assure all 
of Asean that Hanoi wanted to live in 
peace and that it would not interfere in the 
internal affairs of other nations. — — 

While this diplomatic show was under- 
way, Hanoi was carefully preparing its in- 
vasion. By March 1978, 15,000 Khmers 
were being trained militarily in Tay Ninh 
province. The Soviets began shipping mil- 
itary supplies to Vietnam in April and 
May, and through the spring and summer 
Hanoi transported soldiers and military 
supplies to the Cambodian border. 

US-Vietnamese normalisation talks re- 
sumed in September against this back- 
ground. Normalisation was desired by Ha- 
noi, but the talks were also an important 
part of Hanoi’s diplomatic smokescreen. 
The real signs of Hanoi’s priorities and in- 
tentions were abundantly clear in the sum- 
mer and autumn. They were unmistak- 
able when Hanoi concluded the friendship 
and cooperation treaty with Moscow on 
November 4, 1978, which included Article 
IV on military cooperation. Events, stem- 
ming largely from policies and choices 
made by Hanoi in its quest to dominate 
Cambodia, and not demarches from Pe- 
king, rang down the curtain on normalisa- 
tion. 


pe that there may well have been a 
split within Hanoi's politburo between 
pragmatists and the pro-Moscow hardlin- 
ers. Those who gave priority to the recon- 
struction of Vietnam hoped to take advan- 
tage of the favourable international cli- 
mate following their April 1975 victory to 
balance their relations with the East with 
ties, especially economic ones, with the 
West. The liberal foreign investment code 
adopted by Hanoi was envisaged as the 
prime vehicle for doing so. 

You are correct in describing Dong's 
trip to Europe in the spring of 1977 as un- 
successful in bringing large-scale Euro- 


pean investment to Vietnam. The Soviets 
were unhappy with the trip and its pur- 
pose. The West Europeans did not rush to 
aid Hanoi. Nevertheless, I would say that 
Hanoi never gave the code a chance, or 
unrealistically expected immediate re- 


sults. 


By September 1977, Hanoi's line on a 
variety of issues, in addition to Cambodia, 
had hardened — especially on integrating 
the south and on agricultural collectivisa- 
tion. The same hardened line was de- 
signed to clamp control and socialist poli- 
cies on the south and to expunge "unre- 


generate and subversive elements.” 






new master of France’s empire in Indochi- 
na. Khmer nationalists, including Pol Pot, 
stood in their way. To eliminate the obsta- 
cles, and also out of commitment to the 
Soviets’ internationalist goals, Hanoi 
abandoned Ho Chi Minh’s cardinal for- 
eign policy rule of maintaining balance in 
Vietnam’s relations with Moscow and 
Peking. The US, and Vietnam’s relations 
with us, were only a sideshow to this cru- 
cial event for Vietnam. Relations with the 
US were and remain secondary to Hanoi's 
political goal of domination of all Indochi- 
na — which was inherent in its call over a 
period of many years for a "confederation 
of Indochinese states" — and its ideologi- 
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cal commitment to Moscow to promote 
“international socialism.” 

As for questions on American official 
contacts with Democratic Kampuchean 
officials, the US has no diplomatic rela- 
tions with Democratic Kampuchea. We 
do not undertake any contacts outside 
those required within the United Nations. 
The handshake by US Secretary of State 
Alexander Haig with Democratic Kampu- 
chean Foreign Minister leng Sary was by 
chance and inadvertent. The incident 
could be taken as a serious indication of 
US policy only by someone who was not 


there (as I was) and did not know the cir- — 


cumstances surrounding the episode. 
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The Chinese traders were seen by Ha- E. 
noi as both a threat to "socialist transfor- 
mation" and as a potential fifth column as 
Hanoi pursued its designs in Indochina. 
Thus the disastrous "socialist transforma- 
tion" of. March-April 1978 prompted in 
part the ethnic Chinese exodus. 

Hanoi was moving to assert itself as the 
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held à again, Ad Hoat 


| will supervise directly. Before the vote, he 


goes campaigning. He. appeals to Thao to 
urge the other young members of the bri- 


A 


gade to support.Doan, one. of their own 


; generation. ‘He says he does not blame her - 
| for anything, but does so in a way that- 
erself even more. He | 


, proposing that Lich yield to 


| Doan, then take over management of the - 
i cooperative fish pone — a LOU HOR | pla 


prize. 


N: either Hoat's s campaigning nor his pre- 
sence changes. the vote. Every hand 


rises to support Lich. Thao and other 
-young members of the brigade are among - 
the most enthusiastic. Some even. wave | 


both hands high over their heads. 


' “Friends, please understand." Hoat says, 


*, , , to guarantee the leadership of the 
party, we have selected Doan to take the 
position of team leader.” _ 

The brigade members explode. “Why 





didn't you tell us that before so we 


wouldn't have to waste our time voting? 


If we'd known this would happen, we B i nb 
| could have stayed at home in bed and got- | re 
ten our beauty rest.” And the village goes | - 
| home to rest — except for three people. - 
Lich cannot understand why his leader- | 
ship has not been appreciated. Hoat hàs | 
nightmares of being i ina small boat strug- 
gling to row against the current.of a. tor- | 
rential stream. And Chan is deciding that - 
- he will not give up to Hoat so easily.” | 
If heavy-handed bureaucrats can arbi- 


trarily push youngsters towards positions 


of authority, they can also stifle the enthu- 
. | siasm of talented young workers and tech- 
This is the problem Hoang 4 . Viet 
No in the | 


nicians. 
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provincial officials never see it. Naturally 
the proposal is not included in the next 


| year's plan. 


Ngoan persists. He raises his proposal 


ata meeting of the plant staff. Binh praises 


the idea, reviews the technical and finan- 
cial difficulties, then adds his trump: pro- 
vincial officials did not see fit to include it 
in.the plan. A When? Ngoan pledges to put 

i$ OW iry on: the plan fails, 
— The 
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IN HONG KONG, THE SHANGRI-LA IN SEOUL, THE WESTIN CHOSUN 

is Asia’s new premier hotel. has always been the first choice of business 
Located in the heart of Kowloon’s shopping travellers. Its no mystery why. 

and business district, this magnificent new The great location, largest guest rooms in 

Westin hotel is the perfect headquarters for your the city, extraordinary dining, business office 

next visit to Hong Kong. and communications facilities, and 28 airline 
You will find spacious rooms, superb dining, offices simply cannot be matched. 

Health Club with pool, and fine meeting And with a $12 million restoration, The 

facilities. All this plus the kind of service Westin Chosun is once again Seoul's 

that business travellers appreciate. newest hotel, as well as its first choice. 

WESTIN HOTELS 





FOR RESERVATIONS CALL HONG KONG 721-2111 (TELEX 36718); LONDON (01) 408-0636 (TELEX 22144); 
2224507); U.S. 800-228-3000; 
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IN SINGAPORE, THE SHANGRI-LA IN MANILA, PHILIPPINE PLAZA 


legend lives on in one of the world’s great hotels. is Westin Hotels’ gleaming landmark on historic 
Setting standards of elegance and service Manila Bay. 

for Westin Hotels around the world, the You'll enjoy the acres of tropical parkland, 

Shangri-La has magnificent restaurants, championship tennis courts, and one of the 

spacious rooms, year-round pool, tennis and world’s largest swimming pools. 

squash — all situated in a luxuriant tropical Music is everywhere. Guest rooms are large, 

garden. bright, and airy; the service superb. And it is a 
Share the legend of Shangri-La in short stroll from museums, galleries, and the 

Singapore. You'll never forget it. Philippine International Convention Center. 

WESTIN HOTELS 
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MANILA 832-0701 (TELEX 40443); SINGAPORE 737-3644 (TELEX RS 21-505); TOKYO (03) 213-1671 (TELEX 
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In Cathay Pacific First Class you're among a select group of 
»eople. Your exclusive treatment begins on the ground and 
'arries all the way through. After enjoying our special check-in 
xivileges you're invited to use our private Marco Polo Lounge. 
We have them in all major airports to which we fly. You'll find 
he surroundings relaxed, the company interesting, and the 
lrinks are on us. At Cathay Pacific we don't believe you should 
ravel in anything less than the style to which you are 
iccustomed — First Class comfort and luxury. 


Youcan depend on us. 


A private 
lounge for 
your comfort. 


We have them 
in all major 
airports. 
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In economic competition, the 
slightest advantage can ultimately turn 
out to be of decisive importance. 

Therefore the success of any or- 
ganization is function of its ability to 
recognize and take advantage of oppor- 
tunities when they present themselves. 

In investment. Trade. Innovation. 
Foreign exchange. 


C 


ae a ae et 
$ LAUS Pg! 

5 Ste rrt "e 4, 
“a v^. 


oA 


These are all of vital importance 
for developing domestic markets or 
expanding at the international level. 

Banque Indosuez is a real busi- 


ness partner for its clients because it 


can help them recognize and exploit 
such opportunities. 

Present in more than fifty coun- 
tries with long years of experience in 
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major markets, Banque Indosuez can 


.. react extremely quickly thanks to a flexible 






v and efficient international structure. 


Banque Indosuez has always dis- 





played an unusual commitment to tts 
t clients interests. 


A commitment reflected in the 


~ competence of our personnel and inthe 


v sophistication of the techniques we use. 
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Parisor London routi inely dis play t 
syndication or foreign exchange ris 
management. dt 

Banque Indosuez, a world ofor À 
portunities. s 





Every picture tells a story. 








A last throw of the dice 


A Glorious Way to Die. The Kamikaze 
Mission of the Battleship Yamato, 
April 1945 by Russell Spurr. Sidgwick 
& Jackson. £8.95 (US$16.60). 


APRIL 7, 1945: World War II has only 
129 more days to run: the last enemy is Ja- 
pan. In Kure Navy yard near Hiroshima 
top priority goes to special operations: 
Kaiten (Divine Fate) human torpedoes; 
Korya (Biting Dragon) midget subma- 
rines and Shinyo (Ocean-Shaking) motor- 
boats with explosive warheads. Kamikaze 
(Divine Wind) pilots on nearby Kanoya 
airbase have given their squadrons names 
like Cherry Blossom, Divine Thunderbolt 
and Seven Lives for the Nation, glossing 
over the fact that they are euphemisms for 
suicide — about which no one speaks 
openly. 

Two last-throw-of-the-dice operations 
are about to be launched: Kikusui (Chry- 
santhemum-in-the-water) is to be a mas- 
sive, 10-phase Kamikaze air assault on the 
United States task force attacking Okina- 
wa which had already put 100,000 men 
ashore; Ten Ichi (Heaven No. 1) involves 
the flagship of the Japanese navy, Yama- 
to, which with attendant cruisers and de- 
stroyers will attack the world’s greatest 
concentration of war shipping on the sur- 
face. 

More than a million Japanese lie dead 
on battlefields in or at the bottom of the 
ocean surrounding Guadalcanal, New 
Guinea, Malaysia, Singapore, the Philip- 
pines, China, Iwojima and now, fast clos- 
ing with the homeland, on Okinawa, con- 
sidered part of Japan itself. Tokyo and 
other cities have been razed by B29 fire- 
bomb raids, and the last demoralised 
troops still fighting in Southeast Asia are 
fast being chased out of Burma. Most of 
the Japanese fleet is sunk and thé US fast 
carrier attack groups are unstoppable. 

The war is lost and all Japanese with 
time to think know it. Yamato and its full 
supporting might including seven battle- 
ships have already been seen off (with 
Adm. Yamamoto, the genius of the Japan- 
ese navy, crying in his cabin aboard) by 
US Adm. Ray Spruance's battleship force 
after the cream of the Japanese carrier 
fleet (and its irreplaceable pilots) was de- 
stroyed at Midway Island in June 1942. 

Ironically, Japan's sudden massive air 
strike on Pearl Harbour in December 1941 
has signed the death warrant of Yamato 
and all other battleships. They are dino- 
saurs, hopelessly vulnerable to air attack. 
Apart from fleeting appearances at Gua- 
dalcanal and elsewhere in the Pacific is- 
lands, it has done precious little else but 
hide away in Japan's own Inland Sea. It is 
time for it to die gloriously. 

From Tokyo orders have come for the 
Yamato to take on only enough fuel to get 
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to Okinawa where, after doing maximum 
damage to the traffic jam of US warships, 
troop transports and supply ships, it is to 
beach and its crew to leap ashore to die, 
samurai swords in hand, as soldiers along- 
side the Japanese army holding out there. 
Author Spurr gets this ghastly scenario 
under way with these moving words: “It 
was a lovely day to die. Someone said so 
ruefully, almost reverently, when the 
drummers reported for duty. Two men 
from the Kanoya navy band took their 
posts exactly at 1300 in the sun-dappled 
shade of the cherry trees. Blossoms settled 
gently on their shoulders as orderlies ar- 
ranged the long tables, rows of empty sake 
cups and plates of rice wafers. [Admirals] 
Ugaki and Kusaka arrived in crisply 
starched combat uniforms with swords, 
medal ribbons and snow-white cotton 


The Yamato: a vulnerable dinosaur. 


gloves. The admirals looked tired and 
tense... . for them, too, it had been along, 
sleepless night. 

“The pilots destined to die looked fresh 
and confident by comparison, though all 
of them had been up since dawn helping 
the mechanics check out their hidden ma- 
chines. Engines were tuned and bombs 
loaded aboard; nothing now remained but 
to bid farewell. 

“Each man wore a white Aachimaki 
(sweatband) over his leather flying 
helmet. It was an incongruous anachron- 
ism. The samurai the pilots were supposed 
to be emulating wore sweatbands in bat- 
tle, centuries ago, to avoid pausing to wipe 
their brows as they hacked away at each 
other with razor-edged swords. They wore 
neck scarfs and perfumed themselves and 
so did these pilots. Many carried sacred 
charms like the warriors of old, or belts 


with 10,000 stitches contributed by moth- 
ers and sisters who stood at the street 
corners back home begging passers-by to 
sew à prayer for the future hero. Not a 
prayer for good luck or a happy homecom- 
ing, but an appeal to the gods to help the 
young man to strike a successful blow for 
the emperor. 


“There would be no medals. Japan had . 


not awarded a single decoration to a living 
serviceman since the war began. The best 
a Kamikaze could expect was posthumous 
promotion one rank higher and an ho- 
noured place among the spirits of the glor- 
ious dead who haunted the great Shinto 
shrine at Yasukuni in Tokyo. Even the 
emperor would bow to them there.". 

It all ended in disaster, of course. The 
Kamikaze raiders were shot out of the sky 
and, within range of Okinawa, Yamato 
could be given no air cover by the re- 
maining suicide pilots because of.bad 
weather. 

The US Fast Carrier Task Force 58 
commander Adm. Marc Mitscher flashed 


Spruance a signal: *Will you take them 





[the Yamato sortie group] or shall 12" ~ 


Shortly afterwards came the shortest ope- 
rational order in naval history. Spruance, 
the last battleship admiral, gave way to the 
carriers, much as it must have hurt him: 
“You take them," he flashed back. The 
biggest battleship ever built and most of 
her escorts were sunk or crippled. From 
Yamato 296 officers and men were saved; 
the dead totalled 3,063. 


Spurr, former REVIEW deputy editor, 


has written one of the best books to come 
out of World War II. Switching his view of 
the battle through the eyes of admirals, pi- 


lots, gunners and just plain sailors, hisisa - 


scholarly, tragic tale which, though the 
outcome is no secret, rivets the reader 
with a brilliant, dignified chronicle of how 
they set about the business of dying. 

— DONALD WISE 
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previous Baht 71.6 billion forecast, the f 
year trade deficit is now put at Baht 60 bil- 
lion but BoT authorities warned that me: 


ficit will expand next year given the antici- 


pated return to normal levels of imports 


Considering last year's Baht 65.5 billion” 


trade deficit, this year's lower projection is 
an improvement but is still a far cry from 
the Baht 50 billion trade deficit target set in 
the current fifth five-year plan which be- 


gan last October. The current-account de- | 


ficit is also expected to improve from Baht 
54.8 billion last year to Baht 50 billion this 
year though the balance-of-payments posi- 
tion is likely to deteriorate given official 
anticipation that capital inflows this year, 
both in the public and private sectors, will 
be less than last year because of a more 
stringent external debt-management poli- 
cy in particular and somewhat depressed 
credit demand in general. The position 
reversed from a Baht 2.5 billion surplus at 
the end of last year to a Baht 8.7 billion de- 
ficit by the end of April, chiefly because of 
a two-way negative swing involving an ap- 
proximately Baht 4 billion inflow of for- 
eign funds during the last quarter of 1981 
under the swap arrangement enforced 
then, and an outflow of roughly the same 
amount during the first quarter of this year 
after the arrangement ended. 

However, any further adverse effects on 
the balance-of-payments position for the 
rest of the year are likely to be marginal. 


try's top economic planning body), Snoh 


Unakul, told the REVIEW that the govern- 
ment hopes to achieve its reforms with the 
assistance of three or four structural ad- 
justment loans (SALs) from the World 
Bank over the fifth-plan period. The 
agreement on the first US$150 million 
SAL, which carries the standard (non- 


concessional) World Bank interest rate, 
was signed in Washington in mid- March. 


and disbursement in one single lot took 
place at the end of May. 


eputy Finance Minister Phaichitr Ua- 

thawikul told the REVIEW that the 
first Thai SAL is subject to neither tranch- 
ing nor other pre-conditions. Some other 
SAL recipient countries — such as the 
Philippines and South Korea — are under- 
stood to be subject to strict tranching con- 
ditionality. The favoured treatment is 
seen here as reflecting World Bank confi- 
dence in Thailand's firm commitment to 
the reforms. 

Bangkok has begun serious energy pric- 
ing reforms since late 1979 by raising retail 
oil prices which by then were heavily gov- 
ernment-subsidised. Most price controls 
have been lifted since 1980. By mid-1981, 
‘electricity and oil prices were over 200% 
higher than the levels at the start of 1979. 
A series of major tax reforms, involving 
the introduction of property sales tax de- 
signed to widen the tax base, , Was enforced 
in late February (REVIEW, Mar. 12). 

But there are other pere retorms 
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The rush to repay foreign borrowings 
brought in under the swap arrangement 
was closely linked to heightened demand 
for domestic baht financing. Although fig- 
ures from the central bank differ slightly, 
the Bangkok Bank reported that the com- 
mercial banking system's lending jumped 
by Baht 22 billion during the first quarter 
of this year while deposits only grew by 
Baht 14.6 billion. There is concern in some 
business circles that liquidity is being 
squeezed given the steady rise in interest- 
rate levels since the beginning of the year: 
the prime rate inched from 17% in January 
to 17.5% in May but inter-bank rates shot 
up from 13.5% to 17.5% while the central 
bank-operated bond repurchase rates also 
climbed from 12% to around 17% over the 
same period. 


Horee: most government and private 
financial experts agree that any tight 
money situation will be far less.severe than 
the liquidity crisis last year. They point to 
general expectations that overseas interest 
rates will be lower than last year which will 
permit profitable capital inflows. Also, 


growing public confidence that the baht 


will not be devalued again, and generally 
depressed demand for credit owing to the 
prolonged economic slowdown suggest the 
domestic money market will be free from 
any severe liquidity squeeze this year. 
Meanwhile, there is general agreement 





Snoh: high hopes. 


which Thailand must follow before the se- 
cond SAL is forthcoming. Officials here 
insist that these reforms — which cover ru- 
ral and agricultural development, indus- 
trial development, energy use and devel- 
opment, fiscal policy adjustment and insti- 
tutional development — have been deter- 
mined by Thai authorities though it is gen- 
erally understood that the World Bank 
(which has been keeping up a low-key but 
effective behind-the-scenes policy dia- 
logue with Thai economic planners for sev- 
eral years) has played a significant role. 


The Ep of the rural and Mcr 
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second-tier loan interest rate from 16% to 


17% thus increasing the cost of commer- 
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cial bank borrowing. 


The BoT and the Finance Ministry ap- à 
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become the official policy of maintair ng g 
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economic and financial stability. The ir 


pressive records of economic growth ovè H r | 
the past two decades have left Thailz nc d 
with serious structural problems toda: y 3 
These problems have been compounde ed. 


by increasing balance- -of-payments - coi n- 


straints. Thus the key objective of the cur- — 


rent five-year plan is to embark on major | 
economic policy reforms. p. 2 Š 
In the process, the government seem 


prepared to sacrifice some econom nic i 


$- 


growth. The economic and financial b 
tightening programme appears to be pay y- 


ing off at least in arresting the rate of ii fla ^ 


tion which will be reduced substantia y E. 
from last year’s 12.7% to no more than 796 _ ES 


this year. Given the current economic - 


slowdown plus an “austere” budget for fis- 
cal 1983, which limits expenditure growth _ 
to a modest 9.9% (REVIEW, May 21), the — 


consumer price index is likely to grow. by a: | 


only 5-6% next year. - n 
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ral development programme will be the — 


reclassification of nearly 4 million hec- X 


tares of former forest reserves which have. É = 
been denuded over the past decade a nc Y. 


now account for about 17% of the coun- — 


try's total area under agricultural cultiva- 


tion. The reclassification is considered jim 


tal in order to facilitate farm-support | in- - 


frastructure and credits on the' one ha 
and permit issuance of proper land t 
deeds for landless farmers to ensure bette er 
tenure security on the other. 

Feasibility studies will also be maded m 


find out how to improve marketing. and | 


pricing systems — with minimal gover = 


ment intervention — to raise farmers’ in- 


come. Among other things, planners ei n- 


visage the creation of four central marke b. 

facilities in the north, northeast, south; and 

central regions. 
The authorities hope for an overall | 
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cultural real growth rate of slightly below : | 


the average of nearly 5?6 during the 1960: 


and early 1970s. That rate is relatively - 


high given that growth during the past two. 


decades was achieved largely through e | 
pansion of plantation acreage. p. 


Meanwhile, 10 major industries a 


slated for restructuring, with the em Mer 
on export growth and efficiency. The im- — 


port tariff structure, with a scale ranging — j 


from zero for industrial materials to more i 


than 100% for finished goods, is now seen 
as the main cause of inefficiency. 
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| has wider policy objectives, being also ai 
|. | ed at promoting social justice throi 

| wider tax base. Although several past 
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in late February is seen as a signific: 


t first step which will eventually lead to the 
long-debated inheritance tax. The new tax: 
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ance tax, the scheme has so far not materi 


ing imports of raw materials, parts and 
machinery have contributed to the coun- 


try's growing balance-of-payments deficit. 


The government is*now launching am- 


| ambitious structural adjustment scheme 


for industry. The overall investment pro- 


| motion policy is undergoing a major face- 
lift. The process is in two phases: the im- . 
mediate objective is to set the ball rolling: |. 


as quickly as possible by instituting new 
and more consistent guidelines, while the 
longer-term plan is to reorganise the ad- 
ministrative system at the Board of Invest- 
ment (Bol). 

Deputy Industry Minister Chirayu Issa- 
rangkun na Ayutthaya, chairman of a 
Bol-appointed.. subcommittee to study 
possible reforms, told the REVIEW that 
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| tion. nee lacks economy c 


under the proposed new guidelines, new . 


industries or expansion of existing indus- 
tries will be accorded privileges propor- 
tionate to how well they comply with offi- 


cial criteria for using domestic raw mate- 


rials and energy, how labour-intensive 


_and export-oriented they are and whether 


they are located in less-developed areas 
outside Bangkok. : 


I from dreis comment on re- 
ports that Bol officials are opposed to 
the proposed guidelines, Chirayu is confi- 
dent they will be accepted after detailed 
clarification and discussions. The propo- 


| sal was due for approval by the Bol board, - 
chaired by Prime Minister Prem Tinsula- - 
.nond, in May, immediately after which it 


would become effective. 

Ten major industries have been slated. 
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also led to expanding imports of dac 
tion-related machinery. As Chirayu. 
summed it up: "The employment. benefit 
is. v limited but what i is | worse, ms srt 
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pre pro ao and dh publi. for. 
. the changes. The recent tax- refo i 
which directly relieved the tax burden : 


middle- and low-income groups while i in- i 


directly pushing up taxation of the ri 
were originally intended to be annot 
at the start of the year as a New Yea 
for the poor but the announcement 


nance Ministry authorities went through 
long clarification sessions with political 
arty leaders, senate members and mil- 
itary leaders. 
Informed sources told the REVIEW that 


Bol bureaucrats headed by ssena | 


secretary-general Somporn Punyakupta 
have privately voiced opposition to the 


proposed new guidelines to improve in- - 


vestment promotion on the Exon Has 3 that 
they are impractical. 


haichitr foresees a vital need to en- 

sure close coordination within the ad- 
ministration. A high-level committee to 
supervise the structural adjustment, 
chaired by Prem and comprising various 
economic. ministers, will make final rul- 
ings. | 

Potentially most sensitive is the energy 
pricing adjustment. A substantial retail oil 
price increase in late 1979 was partially re- 
sponsible for the ousting of then prime 
minister Kriangsak Chomanan early the 
following year. The incident has apparent- 
ly served as a vivid reminder for Kriang- 
sak's successor, which probably explains 
why the price of petrol, used by private car 
owners who belong to the rich minority, 
has since been substantially raised several 
times but the price of diesel, used by the 
poor majority, has undergone much 

smaller adjustments. 

Officials concede that petrol is the ps 
petroleum product with a realistic price 
while diesel and cooking gas prices are still 
substantially below realistic levels. 
Energy price subsidies introduced after 
the first world oil crisis in 1973-74 have led 
a government-run oil fund to slip more 
than Baht 2 billion into the red though it is 
understood that the deficit has been mar- 
ginally reduced since the last petrol price 
increase in December. 

Phaichitr said: “We will continue ra- 
tionalising energy pricing but this has to be 
very gradual. Diesel prices, for instance, 
have been distorted for too long. It is not 
that the government wants to cling on in 

office but any sudden adjustment could be 
both politically and economically disrup- 
tive. We have to map out proper alterna- 
tives, such as railway and inland water 
transport, before we make drastic pricing 
changes [for diesel]." 

Meanwhile, some senior economic 
planners appear to find comfort in the no- 
tion that the energy pricing issue has be- 

come less urgent given the general slow- 
down in world oil-price increases and, 
more importantly, the availability of vast 
domestic energy resources. Preliminary 


surveys show over 14 trillion cu. ft of prob- 


able offshore gas reserves with the pros- 
pect of more finds, not to mention recent- 
: pA discovered onshore oil and i gas’ reserves. 
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Senate tones down aredi recipróeityt bill — 
following negotiations with the Reagan administration 


By Robert Manning 


Washington: Despite a pre-Versailles 
Summit easing of United States-Japan 
tensions after Tokyo disclosed a second 
package of measures to curb non-tariff 
barriers, a revised reciprocity bill is mov- 
ing ahead in the US Senate. Negotiations 
between the administration of President 
Ronald Reagan and the senate subcom- 
mittee on trade resulted in a new com- 
promise draft. 

Although the draft is still being re- 
viewed by an administration inter-agency 
committee, Sen. John Danforth, chair- 
man of the trade subcommittee, is moving 
ahead with the significantly toned-down 
legislation pe is expected to advance 





Danforth: moving ahead. 


out of the committee and on to the floor of 
the senate by July. — 

Reagan's administration appears 
pleased, as the reciprocity provision is 
milder, more in line with the views ex- 


pressed by US special trade representative. 


William Brock. Previously, the reciproci- 
ty provision would have allowed the US to 
retaliate dramatically, possibly beyond 
the General Agreement on Tariffs and 
Trade (Gatt), in cases where US goods or 
services were found to be restricted by for- 
eign countries. 

Earlier proposed legislation demanded 
that other countries allow the US “sub- 
stantially equivalent market access” to 
what is permitted by the US for their pro- 
ducts and services. The compromise ver- 
sion calls only for “fair and equitable 
market opportunities” for US products. 
Moreover, it would base any penalties to 
be imposed on Section 301 of the US 
Trade Act of 1974. That act permits the 


| president to subject foreign goods to a 
broad range of penalties including quotas, 
Leti and other | fees. — 
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erates about 65% of gross national pro- 


























The compromise legislation also sof te 
another provision which the admi i à 
tion had objected to — requiring the pre 
dent to propose new steps each | 
counter perceived foreign barr 
new draft stops short of requiring NB 
dential action, but does call for the White 
House to compile an annual list of r um 
foreign-trade barriers and report on what 
if anything, it is doing to redress the situa " 
tion. ie J 

The revised bill also abandons a Dre- — 
vious provision which would have autho- 
rised US regulatory agencies such as 
Federal Communications: Commis to 
retaliate against foreign regulatio ion i é 
hamper the operations of US companies 
The administration’s argument that ex si 
ing law already gives the president authe 
ity to authorise such moves if he dee 
necessary appears to have been accepte ec 
by the trade subcommittee legislators. | 
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Ag pro-reciprocity forces in o; 
gress are loath to admit it, resentm 
against Japan — often sparked by both t he 
issue of the trade surplus and that of mil- | 
itary dependency on the US — looms 
large in the move towards par ee 
Danforth is hoping that the milder leg 
tion will survive the debate on the sen a ee 
floor without being saddled with protec- 
tionist amendments. Despite dozens 0 
ciprocity-related proposals in the ae 
of Representatives, there is nothing co 1 
parable in support and refinement to th 
new Danforth-backed legislation, nd 
congressional sources told the REV 
that the legislation that passes the sena te 
ee likely be adopted by the house as 1s 
we E Li 
The revised legislation is substantiz lly. 
more comprehensive, as it incorporates 
proposed legislation regarding services | 
and investment as well. The new draft 
measure would extend Section 301 of ie 
US trade law to cover services and trade- 
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distorting aspects of foreign direct inv est- 
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ment, such as performance sandana 
require US companies overseas to use k 
cal workers and supplies. It would a 
sem. 
provide the US special trade representa- - 
tive with authority to begin negotiations i "s 
Geneva in November to extend Gatt to a 
cover services and investment. UN 
In recent congressional testimony, P. 
Brock revealed the importance of the er- ; 
vice sector to the US economy and 
Reagan administration's view of enlarging 
Gatt to cover services — a topic on thes 
agenda at the Versailles Summit on June * 
4-6. Some seven out of I0 US workers are _ ^ 
employed in the services sector (which en- RA 




















duct) and has created 18 isi new jobs - 
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i ices, including exercising bilateral ar- 
ents with other nations to SONG 


1a ion o Gatt piros m no : 


ication to service industries. 


slop an eee uU frame ork to. 
eralise serv ices trade and d eribes t the 


apes to a | 
bs | 


Ml be ees 


nounced. sécond. package © 
moves to ease non-tariff bari 


the Japanese moves did not meet a the | poli 
-demands of the US, they are viewed here | t a r 
As an important step in the market-open- | ta 


ic this ackage doés n 


fs u 
tóbacco, nor were Scien aed ont 


and citrus. But at the same time, several E 


US officials conceded to the REVIEW that 
no such moves in these areas were expect- 


ed. The US and Japan have agreements. 
o.| regarding beef and citrus quotas. which 3 
will be renegotiated in October. - 
The new moves also deal with the pro- . 
cess and methodology of imports. For ex- 
ample, they include a simplificatien of 
pre-customs clearance. on a 
cals and foodstuffs ‘participation - 


cessing. | 


or effor Tokyo. hee anounced to open It its market 
Yel ase S pressure from the West. 


ffor! o foreign ex- 
more 1 business Opportunies 
$e ark | 


| has been paid b 


members i in Tokyo suggested that t the uni- lg i 
p lateral ; advance of tariff cuts by the- a- | T 


: A  Governtnent was im 


: ren efforts and: pM e 1 aking ig it | them. | 
more impressive to foreign. observers. | “ 


| those 215 items, re resenting 8. 8% of to- 


p 
tal Japanese imports, 96 will have their ta- 


| riffs cut to zero. Makoto Kuroda, deputy 


lirector-general of the international trade 
olicy division of the Ministry of Interna- 
nde and men d the 


a venu Pone with DSi million i in 


evenue from the accelerated and low- 
ered tariffs on 1,653 items approved last 
December. These reductionsund the date 


ral tariff cu are particu arly . 
j noteworthy. The rate on computers, for - 


example, will be cut to 4.9% (the same as 
the US) from 7% — lower than the EEC's 


6, 2% rate. Film tariffs will fall to 4% from 
6. 676, compared to 4. 596 in the US and 
7% in the EEC. Tariffs on machine tools 
will be eliminated completely: tariffs on 
nin items in the à. tange from 4.3% to 


| pean n exporters t 


drop of n 


| part pfd May: £ g 
jas Suzuki’ S unpreceden 'd statement ca 


One is the sweeping nature of its contents. | firms”. n 


foreign lawyers: 


“Moreover, substantial prog ESS was 


made. on several longst din di 


American efforts to sel 

tobacco products will be h pé 
Japanese decision to raise the ni 
rétail outlets authorised to handle. 


Nearly all major issues, and several minor | panese market 
ones, which have become irritants in Ja- 

| pan's trade relations were addressed by. 

the package' $ stipulations. Little attention 

t ' the Japanese to the ser- 

| vice industries — banking, electronic 

data-processing, insurance and the role of | 

ers. Each of these was men- 

| tioned for study or action by drafters of 

| the latest package. — 
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EE pride at every turn. 
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Possibly the vivacity of Barcelona, Madrid, 
Malaga, Palma, Lisbon, and Oporto has tou- 
ched Swissair with a hint of pride in the 
announcement that on your flights to all these 
cities on the Iberian Peninsula you can 
choose between a seat in First Class and one 


in Economy Class. 
swissairz7 





make money in todays 


How Morgan 


Succeeding in world financial markets may be even tougher tomor- 
row than it is today. The choices are multiplying. The risks are 
rising. The rules—and rates —keep changing. Now, more than ever, 
corporate treasurers need up-to-the-minute money-market infor- 
mation, sound advice, timely execution. And ideas. 


Any bank can lend you money at 
arate. At The Morgan Bank we 
try to add value. How? By com- 
ing up with innovative solutions 
to short- or long-term financing 
needs. By understanding and 
anticipating developments in the 
world’s money and capital mar- 
kets. By helping you act in time. 

Here’s why treasurers of major 
multinationals increasingly turn 
to Morgan to achieve corporate 
funding and investing goals. 

Morgan gives you experience. 
No bank knows more about the 
interrelated elements that affect 
financial markets—interest rate 
differentials, currency fluctua- 
tions, capital flows, central bank 
strategies. Around the world, 
around the clock, Morgan people 
exchange vital information and 
ideas. They learn what’s going 
on, and so will you. 

You'll get a global perspective 
—from the country-by-country 
analyses of our international 
economists to interest rate and 
currency judgments by our for- 
eign exchange specialists. 

Morgan concentrates. We 
specialize in serving corporate, 


institutional, and government 
clients. And we’ve centralized 
all our money-market activities 
in our Treasurer's Division. 
Whether located in New York or 
in other world financial centers, 
our traders, analysts, and portfo- 





In Morgan's Tokyo foreign exchange department, 
Kemp Mitchell and Hisashi Okada. 


lio managers are close to their 
markets and in constant commu- 
nication with each other. And 
their expertise is readily available 
to all our banking officers. 

This unified approach gives 
The Morgan Bank and its clients 
more speed, more contact, more 


2 


knowledge than ever before. 

Morgan’s needs parallel yours. 
Our treasurer needs to raise 
funds and invest for our bank 
just as you do for your company. 
Since our interests are alike, we 
use the same skills, data, and 
advanced technology to help you 
that we use to manage our own 
portfolio and worldwide positions. 

Morgan is fast. You'll be 
impressed by how quickly we 
respond to your requests and 
make major commitments. 
That's because we know the 
sources and users of funds, how 
to gain access to them, and the 
best choices to meet your corpo- 
rate needs. And we're not bound 
by red tape. Morgan officers have 
the authority to make decisions 
on their own, on the spot. 

Morgan is a market-maker. 
We make markets in U.S. gov- 
ernment and agency securities, 
municipals, Eurobonds, foreign 
currencies. We also deal in our 
own and other banks' CDs. 

The markets we make are 
large enough so that even our 
biggest clients can deal within 
them-—and know that our spreads 
will be among the most competi- 
tive in the industry. 

Morgan helps you manage 
liquidity. When you have sur- 
plus funds to invest we give you 
a choice of investment options 





helps treasurers 
ough money markets 
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Four of the Morgan officers who solved a client's long-term financing problem with a foreign currency borrowing privately 


placed and hedged into U.S. dollars. From left, Jonathan Seem, head of the bank's Far West Department; Maureen Hendricks, Inter- 
national Financial Management; Robert Engel, Executive Vice President and Treasurer; Bruno Eberli, Foreign Exchange Trading. 


that cover the full spectrum of 
money-market instruments. 
When you need money we pro- 
vide competitive short-term 
credit for working capital and 
other purposes, in dollars and 
local currencies. 

Morgan is good for the long 
term. Among the growing num- 
ber of longer-term financing 
options we offer are loans for 
fixed assets and for project devel- 
opment. Morgan also arranges 
private placements in various 
currencies with U.S. and foreign 
investors. Through our London 


subsidiary, Morgan Guaranty 
Ltd, we're one of the fastest 
growing underwriters of fixed- 
rate, floating-rate, and converti- 
ble securities in the Eurobond 
market. 

Morgan gives you money- 
saving ideas. Because The 
Morgan Bank makes major com- 
mitments as principal in both 
capital and foreign exchange 
markets, we can often help 
reduce the cost of your dollar and 
foreign currency financings. We 
can also show you how to reduce 
the effective costs of vour total 


financing through efficient tax 
planning. We'll develop new 
ways to protect you against for- 
eign exchange exposures. And 
we'll alert vou to hedging and 
arbitrage opportunities. 

Morgan is ready to help vou. 
Talk to the Morgan officer who 
serves you, or write directly to 
Robert G. Engel, Executive 
Vice President and Treasurer, 
Morgan Guaranty [rust Company, 
23 Wall Street, New York, 
New York 10015. 


Member FDIC 


The Morgan Bank 
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The future is already calling for new auto- 
mobile concepts and for new technology to bring 
these concepts to life. And the more sophisti- 
cated the vehicle, the greater the need for new 
ideas. Because in the future, sophistication can 
no longer afford to mean mere size and extra- 
vagance. It must mean, as it does in the BMW 
7-Series, greater intelligence in design and inthe 
use of progressive, technical refinements which, 
morethan anything else, will meettoday's world- 
wide demand for greater reliability and efficiency 
from a car. 

In this way, the BMW 7-Series models re- 
present the cars of the future today. Because 
long before the future arrived, we had already 
analysed carefully the impact it would have on 
car design. And what we discovered led us to 





develop and implement subtle refinements to 
details, as well as to introduce major technolo- 
gical breakthroughs into the world of the motor 
car. And if you examine the technology of the 
large BMWs, you'll immediately discover who 
has taken a decisive lead in automobile techno- 
logy. 

The luxury saloon car has a very bright 
future as longas it can offer supreme quality and 
comfort, combined with intelligent technical 
innovations. 

The BMW 7-Series is therefore the logical 
choice for drivers who pay careful attention to 
the demands of the future. 


The large BMWs: automotive technology 
on a new level. 


fure. 


Model and equipment availability in the 
BMW international range may vary from country 
to country. 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 63, Waterloo Road, 
G/F., Kowloon, Tel.: 3-7145271 
Indonesia: 
P.T. Tjahja Sakti Motor Corp. Jl. Cikini Raya No. 70, 
Jakarta Pusat, Tel.: 348203/321375 
Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., Wisma MCA, 
Jalan Ampang, Kuala Lumpur, Tel.: 4185 55 
Singapore: 
Performance Motors Ltd., 475 Tanglin Halt Road, 
Singapore 0314, Tel.: 638788 
Brunei: 
Performance Company Ltd., No. 1 Bangunan 








Gadong Properties, P.O. Box 2394 Jalan Gadong 
Bandar Seri Begawan, Tel.: 20383 

Taiwan: 
Pan German Motors Ltd., 349, Tun Hua North Road, 
Taipei, R.O.C., Tel.: 7813101/7510173 

Thailand: 
Continental Auto Centre Co., Ltd., 6, Rong Muang Soi 
5 Rd., Bangkok 5, P.O. Box 5/120, Tel.: 214-2521-7 
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WE ASKED THE 
QUESTIONS 5O 
THAT YOU 
COULD HAVE 
THE ANSWERS 
ABOUT 
ASIAS TOP 
MANAGEMENT 


According to the latest available data from World 
Bank Atlas, The ASEAN countries (Indonesia, 
Malaysia, Philippines, Singapore and Thailand) and 
Hong Kong have an estimated 240 million people. 
The area's gross national product (GNP) approaches 
(US) $100 billion and is growing at a rate of nearly 
596 per year. Whereas total GNP is greater than 22 
of the 29 countries in Europe, every country in 
Africa, all other Asian countries expect Japan and 
The People's Republic of China, and every country 
in North or South America with the exception of the 
U.S., Canada and Brazil; it is the area's growth rate 
that is most revealing. 


During the latest measurable period (1970-1975) 
ASEAN & Hong Kong posted an annual per capita 
growth rate that exceeded Japan, The USSR, West 
Germany, The United Kingdom, France, Italy and 
United States —the greatest economic powers in 


the world. This is clearly an area on the move. 
Although ASEAN & Hong Kong are still "developing" 
in many areas, they are rapidly taking their place 
along side the economic super powers. 


Who is managing business activity in ASEAN & 
Hong Kong? 

Where does he work? How large is his company? 
What are his responsibilities? What decisions does 
he make? 

How does he foresee business for his company? 
What are his personal statistics? 

Which English Janguage publications does he 
read? What does he think of them? 


These, and other, questions are answered by this 
survey which was sponsored by The Far Eastern 
Economic Review and conducted by the indepen- 
dent research firms of Erdos & Morgan, Inc., and 
Business International, Corp. 
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For your copy of the Asian Executive Study 
write on your company letterhead to: 


International- Asia/Pacific MR C. H. STOLBACH 
Publisher 


Far Eastern Economic Review 


Bombay * Colombo * Hong Kong (2) * Islamabad * Kanazawa * Kaohsiung GPO Box 160 
Karachi *€ Kuala Lumpur * Kuching * Kyoto * Manila * Narita * Osaka Hong Kona 
Penang * Singapore * Tahiti * Taipei * Tokyo * Toyohashi * Yokohama 





Canadair announces yet another 


in the fight against the 
of jet fuel. 
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With the introduction of the 
Lycoming-powered Challenger 600 
in 1976, we began an unabashed 
campaign to wean executive travelers 
from the cramped, fuel-guzzling air- 
craft which, until then, had passed for 
corporate jets. 

We were met with an enthusiasm 
that stunned even us. 

Executives whose responsibilities 
demanded multi-hour jet travel thirty 
or forty times a year or more were 
apparently possessed of a desperate 
inner longing for an alternative to 
claustrophobia. And here we were, 
offering an aircraft both wider and 
more economical than any other inter- 
continental corporate jet in the world. 

With the result that back orders 
for the Challenger 600 sprouted like 
the proverbial beanstalk. 

At this writing, more than ten 
600s are already in service, and over 
25 more are in completion centers. 
More than 6,000 fleet hours have 
already been accumulated by these 


*Challenger 601 data are based on wind tunnel tests and continuing flight tests. For performance guarantees, see technical specifications. 





breakthrough 
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April 10, 1982: First fli&ht of the new GE-powered Challenger 601. 


aircraft. And more than 30 Atlantic 
crossings were made during those 
hours. 

And all this, as of the first flight of 
a new Challenger on April 10, 1982, is 
only half the story. 

Introducing a second 
Challenger to choose from. 

Like the Lycoming-powered 
Challenger 600, there were those who 
said the new Challenger 601 would 
never fly. 

It was said, no corporate jet in 
history had ever combined so much 
performance with so much fuel econ- 
omy. It was said, no corporate jet in 
history had ever combined such 
performance and economy with such 
a wide cabin configuration. 

All we said was, it will fly in April, 
1982, which it has. 

All we're saying now is, the 
General Electric engine will be certi- 
fied on schedule in mid-1982. The air- 
craft will begin serving our customers 
and causing discomfort to our 





competitors by late 1983, and, like 
the Challenger 600, fly you more 
economically and in greater comfort 
than any other intercontinental 
corporate jet in the world. 

(The fact is, even far smaller cor- 
porate jets with shorter range fail to 
achieve any meaningful advantage 
over either Challenger in fuel effi- 
ciency. While corporate jets of compa- 
rable size can consume as much as 
4096 to 6096 more than a 600 or 
601,* depending on trip length.) 

Actually, there is one other thing 
we'd like to say. If you want to find out 
more about the Challenger family of 
business jets, the man to speak to is 
Mr. James B. Taylor, President of 
Canadair Inc. You can call him at 
(203) 226-1581, or write him at 
Canadair Inc., 274 Riverside Avenue, 
Westport, CT 06880. 

And you might as well know now. 
The back orders have already started. 


Canadair 
challenger 


The international 
banking services 
you expect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world's 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

When you need domestic banking 
overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 

If you are promoting a major capital 








froma single 
integrated source 


-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work together ona financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure the 
the fast and sure response that 
gives you the edge. 


Lloyds Bank 
‘International 
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South Korea’s Samsung comes through adversity to prosperity 





Survival of the fittest 


By Hikaru Kerns 

Seoul: The Samsung group of companies 
was created out of the turbulent circum- 
stances of Korea. Its founder and chair- 
man, Lee Byung Chull, has seen his enter- 
prises ruined by war, confiscated in parts 
by military governments, criticised bitter- 
ly for their practices and. buffeted by the 
rough currents of the country’s economy. 
Now a septuagenarian with three sons, 
Lee has brought the Samsung enterprises 
into the risky field of high technology 
where they will be lively contenders. 

There are now 26 companies in the 

Samsung group, whose sales in 1981 to- 
talled US$5.1 billion or nearly 8% of the 
gross national ‘product (GNP) of South 
Korea. This compares to sales of only 
US$1.3 billion in 1977 or 4% of the GNP 
at that time. With some notable excep- 
tions, such as cars, the Samsung group has 
a stake in most of the major private indus- 
tries in the country. 

_  Nosingle company in the group is large 
on the scale of, say, United States compu- 
ter giant IBM or Japan's Mitsubishi Heavy 
Industries, but the group's relative posi- 
tion in the economy, its growing expertise 
in a multitude of fields and its coordinated 
direction give Samsung a predominant po- 
sition in South Korea's domestic and in- 
ternational business. 

Such wealth and position have not been 
won easily. In 1961 Lee was arrested for 
"illegally accumulating wealth" and threa- 
tened with the seizure of all his assets in 
the aftermath of a coup led by South Ko- 
rea's late president Park Chung Hee. Ille- 
gally accumulating wealth was defined in 
law as having a large amount of foreign or 
domestic loans. A decade earlier, during 
_ the Korean conflict, Lee was forced to flee 
south as a refugee, his businesses were de- 
stroyed and his name went on the wanted 
list of the North Korean army. Before 


that, he had lost his businesses under the . 


Japanese colonial administration: Lee has 
also overcome cancer of the stomach, 
public criticism by the country's press and 
subsequent loss of reputation — and then, 
after Park's death, witnessed another mil- 
itary coup, political turmoil and pro- 
longed recession. | 
Born in 1910 (the year Japan annexed 
Korea) Lee was the scion of landed gentry 
and received a traditional Confucian edu- 
cation until the age of 11 when he was sent 
to study at a government school in Seoul. 
Company history has it that he was gifted 
in mathematics and Chinese calligraphy, 
though unexceptional in other subjects. 
Before finishing high school he went to 
Tokyo and enrolled at Waseda Universi- 
ty. In his senior year Lee caught beriberi 
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and was forced to return home where for 
the next two years he recuperated and stu- 
died agriculture. | 

At the age of 25 Lee established a rice 
mill in the southern city of Masan with a 
loan from his father. Lee then entered the 
trucking and property business heavily 
leveraged on bank debt. Following the 


Japanese invasion of Manchuria, which 


resulted in the freezing of bank loans, Lee 
saw his enterprises bankrupted and had to 
sell land to cover his obligations. 

Later, Lee was said to have travelled 
widely on little money and in Manchuria 
discovered a market for foodstuffs. In 
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Lee: checks and balances. 





1938 he founded the Samsung Co. in the 
town of Taegu to deal in apples, dried fish 
and vegetables. In 1943 he started a rice- 
wine brewery and later began to manufac- 
ture noodles. 


3 chaos following the Japanese sur- 
render in 1945 provided the seemingly 
dauntless entrepreneur with an unusual 
opportunity for expansion. He moved his 
company to Seoul. Within three years, 
helped by the profits from his brewery and 
noodle business, Lee began importing 
commodities from Hongkong, Macau and 
Singapore for resale domestically. This 
was also the time the allied government 
disposed of Japanese assets at low prices 
to proven businessmen, and it is generally 
believed (though not confirmed) that Lee 
was one of the beneficiaries. In 1950, 
when the North Koreans overran the pen- 
insula, Lee was already a prominent busi- 
nessman and had to go into hiding, mov- 
ing from house to house until he finally 


reached Pusan, the last outpost of the al- — 


~~ 
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lied armies, where he set up a trading com- — 


pany to provide the refugee population - 


and armed forces with imported goods. | 
Windfall profits were said to have allowed 
him to expand his company 17-fold in the - 


first year. Lee moved his enterprise north- 


ward to Seoul with the stalemate along the — 
38th parallel. In 1954, he opened the first _ 


foreign branch of Samsung, in Tokyo. 


Until then mainly a trader, Lee began — 
his first major manufacturing venture, the . 
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Cheil Sugar Co., relying on the import 
substitution policies of then president - 


Syngman Rhee. This refinery was the sole . À 
domestic supplier of sugar, sanctioned de- — 


facto as a monopoly by the government, _ 


and was said to be exceptionally profita- | 
ble. In the following year he used the pro- 
-ceeds from the sugar business as well as 
credit to create the Cheil Wool and Textile 


Co. Textiles were another designated im- 


port-substitution commodity and soon be- 


came the backbone of his fortune. 


Accused later of profiteering on the © 
"three whites" — sugar, flour and yarn — 


when many of his countrymen were suffer- — 


ing deprivations, Lee reportedly aans- 
wered that in severe times his enterprises 
created greater wealth for the country. He ' 
also said in a South Korean news account — 
that any time someone makes money, crit- 
icism must be expected. It is certain that. 
he became a controversial figure dealing 
in retail commodities, whereas other ên- - 


trepreneurs started in less visible fields. - 


Using capital and credit generated by — 


his companies, Lee entered banking and 


insurance. At one time Lee controlled — 
shares in half of the nation's commercial — 
banks, including ownership of 85% of | 
what is now Hanil Bank, nearly 50% of | 
Choheung Bank and 30% of the Commer- _ 


cial Bank of Korea. 
The biggest shock of his life, Lee told 


the REVIEW, came while on a visit to Ja- 


pan in 1961 when he opened a newspaper 
to discover that the government had been 
overthrown by Park. Returning to South 


Korea he was arrested. In a gruelling test — 
of willpower, Lee persuaded Park that | 
businessmen like himself were needed to 
build the country under his leadership. — — 
Lee was released from jail, agreeing to - 


pay a stiff fine, surrender some of his busi- 
nesses and start new ventures. Later all his 
holdings in banks were confiscated. An- 


nouncing full support for the regime'sfirst — bp. 


five-year economic plan, Lee organised 


businessmen into the Federation of Ko- og 


rean Industry,- which became one of 
Park’s pillars of support, and served as the 
organisation's first president. 

Lee soon developed a close relationship 
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with Park, atleast for the first several 


years. Associates say Lee became one of 
Park’s select group of informal advisers on 
the economy, often called in for consulta- 
tions daily. One of Lee’s suggestions led to 
the creation of an industrial estate at Ul- 
san which now houses many of the coun- 
try’s heavy industries. In 1964 Lee headed 
a delegation to the US.and secured South 
Korea’s first foreign: commercial loan, 
roughly US$40 million, to finance what 
was then the world’s largest fertiliser 
plant. Lee was soon to own a majority 
share in this enterprise. 

One event that precipitated a break- 
down in relations between Lee and Park 
came to be known as the “saccharin inci- 
dent.” In 1964, after obtaining the US 
loan, Lee began construction of the ferti- 
liser plant as a joint venture with Mitsui 
of Japan and some 20 other investors. 
Samsung provided capital of Won 500 
million (US$690,000) for the project. Be- 


fore the Korea Fertiliser Co. went into 


operation in 1967, however, his second 
son (C. H. Lee) and other employees were 
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Korea Engineering men at work: expansion for exports. 


accused of diverting the chemical otsa, a 
tariff-exempt element in fertiliser produc- 
tion but also an ingredient in the manufac- 
ture of saccharin, to the black market 
where saccharin was produced and sold at 
a considerable profit. 

At about the same time, some fixtures 
for a dormitory for plant employees, 
which had been imported from Japan un- 
der tariff exemption, were found on sale in 
retail stores. This was an explosive issue at 
the time, and Lee's second son took re- 
sponsibility for the incidents and resigned. 
Lee was also forced to surrender his ma- 
jority stock in the fertiliser plant with no 
compensation. Observers say this incident 
severely damaged the public image of 
Samsung for many years. 

Lee now describes his up-and-down re- 
lations with Park wryly: "It had its difficul- 
ties as all human relationships do." Others 
say the cooling of feelings between the two 
men had to do with the rise of political se- 
cretaries and other middlemen around 
Park. In any event, from the late 1960s 
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Lee had less favoured — though still 
friendly — status, while other entrepre- 
neurs such as Hyundai's Chung Ju Yung 
developed closer ties with Park. | 


Characteristically, Lee plunged aggres- 


sively into other fields despite the setback 
and by the end of the decade he had ac- 
quired interests in department stores, 
property, media and financial services. 


Critics say Lee began his own newspaper | 


as a counterweight to the press criticism of 
the time. 
Lee also went into broadcasting in 1963 


but later had his companies “bought out”, 


by the government for a nominal price un- 
der an official reorganisation of the indus- 
try. Moreover, Lee was reportedly under 
continual pressure from the bureaucracy 
at that time for jobs and favours. 


| the 1970s Lee entered heavy industry 


and electronics in line with the govern- 


ment's newest five-year plan. In electron- : 


ics he formed joint ventures with Sanyo 
and Nippon Electric of Japan. With other 
joint ventures Lee moved into synthetic 





textiles with Toray of Japan and in 1973 
established the Samsung-Corning Corp. 
in an agreement with Corning Glass 
Works of the US. These joint ventures did 
not represent a departure from his general 
strategy, which was to build an enterprise 
from scratch in low-skill industries, ac- 
quire companies at higher levels of ma- 
nagerial and technological requirements 
and enter joint ventures for access to the 
latest technology. In the meantime, Lee 
started the Samsung Cultural Foundation 
and began to assemble Korean cultural 
artifacts. Lee also bought Taegu Universi- 
ty and Sungkyungwan University. 

In 1974 Samsung Petrochemical was 
created in a joint venture with Amco of 
America and Mitsui of Japan. In 1975, un- 
der government incentives, the Samsung 
Trading Co. became the first of 10 desig- 
nated general trading companies oriented 
towards exports. This was followed by 
full-scale acquisitions in construction and 
shipbuilding. In 1978, Lee established the 
Korea Engineering Co. in a joint venture 


| with Toyo Engineering of Japan to export 


industrial plants. 

Lee's preneurial and management 
style is ded on a curious combination 
of imu and scientific methods. He has 
proved himself to be quick and steel- 
nerved in a crisis, but when time allows he 
is known to be painstakingly slow and cau- 


tious to commit new capital until extensive 
planning.and:consultations are complet- 


.ed.. This 'sense of timing — when to be 


slow, wher.to be quick, when to enter and 
when to pull out — is by his own admission 
a prime key to entrepreneurial success. 
There is also the element of creativity, an 
ability systematically sought out in the 
Samsung Organisation. 

It is also clear that Lee’s greatest inter- 
ests are in'creating new enterprises rather 


_than in operating them. He has construct- 


ed what a senior manager calls a self- 
government “checks and balances" sys- 
tem for hiscompanies which allows him to 
concentrate on his latest ventures. 

A distinctive feature of Samsung's ma- 
nagerial structure is the "secretariat." In 
the 1950s, shortly after establishing him- 
self in three separate ventures — trading, 
sugar and textiles — Lee gathered a circle 
of advisers to help him manage the opera- 
tions. The importance of this advisory cir- 
cle grew as the Samsung enterprises diver- 
sified. 

Reporting directly to the chairman and 
vice-chairman, the secretariat is now a for- 
mal organisation composed of some 125 
managers and specialists divided into 10 
committees led by five directors and a 
chief secretary. There are only some 15 
clerks and typists to back them up. Except 
for the chief secretary and some of the di- 
rectors, who may be permanently in place, 
the personnel of the secretariat are drawn 
from each of the Samsung companies and 
spend three to five years at the agency be- 
fore returning to their companies. 

Lee described the secretariat in this way 
in March 1980: “I understand that there is 
friction between the secretariat and the 
member companies. The secretariat 
should concentrate on advising me, super- 
vising overall activity, analysing the eco- 
nomic situation, developing new ideas 
[and] leaving the fieldwork to the member 
companies." 

There exists no comparable agency in 
other South Korean companies, Samsung 
officials said, though some of the newer 
companies are trying to develop the sys- 
tem. There are 10 committees in the se- 
cretariat whose functions correspond to 
similarly named departments in each of 
the companies: finance, planning, audit- 
ing, public affairs, administration, person- 
nel, quality control, management control, 
electronic data-processing and personnel 
training. The function of the management 
control committee is essentially to gather 
information on worldwide developments 
and the activities of Samsung's competi- 
tors. Each committee is in touch with its 
counterpart in each of the companies. The 
directors of the secretariat coordinate in- 
formation between the committees. 

A company official said the secretariat 
can be viewed in its relations to the com- 
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lg nerally the centre provides a hig! ye 
| centrated programme designed to- instil in 
| employees a sense of "giving 10096 to the 
i company,” It does this with lectures, semi- | 
nars, self-revelation and even songs — in- - 
| | cluding enthusiastic renditions of You k 
ployees to E a ‘wilole heated commit- | are my sunshine. It- also teaches conflict | té technol 
ent to the Samsung enterprises. This ex- | resolution by way of role-playing in 
ectation of commitment may exceed that | groups. The director of the training centre | abou 
nd in many Japanese firms. - | said the most important. message for an | US$230 
Lee says he always attends the final i in- employee to accept is: “This is. my com- 
rviews of college graduate applicants. pany. | 


' right kind.of individual to become a 
m ian Phe chief consideration in recruitment 


sung man” is described in company | ductors: 
terial asc One with an “upright, healthy, "and promotion is said to be merit and | inve 
ve, amiable character combined | attitude, and except for the obvious inherit- | fro 

-a strong sense of ethics." Indeed, | ance from father to son, only about five of E illio 

-300 senior managers are related to the | k 

: chairman's family. There is an unofficial - 


st Samsung managers upon acquain- 
appeared strikingly. close to. this 
practice of life employment, though exec- | 
utives will be a Remo or re-as- | 
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of profits — again reflacting | at aditional, | have yet tosee a profit, though one type of 
low-margin business. .semiconductor, the “cmos,” has now cap- 
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n Due c tere re 
. “Even without the technologi 
Japan and South Korea are not on an 
equal footing because Japanese firms have 
a one-third lower tax and interest-rate 
burden [than] Korean firms. Even in areas 
such as textiles, construction and ship- 
building, where South Korea is said to be 
equal with Japan, our success has come 
because Japan lost its capability in that 
area, not because of South Korea catching 
up. Can you imagine a Japanese labourer 
these days sweating under the Arabian 
sun on a construction project? It was lucky 
for us that Japan got priced out of these 
areas. If Japan wanted, it could beat us in 
any field. $ 
"This may sound harsh, but even in high 
technology fields the day when South Ko- 


rea can surpass Japan is when that country 
becomes afflicted with social malaise — 
when it loses its spirit and social values. 
When that happens, Japan may look to - 


South Korea." 


> On the US and American business - 


* 


style: “Physically we are different, but in 
mind and psychology South Koreans are 
closer to Americans than we are to the 
Japanese. The Japanese are not open — 
so much is closed to outsiders and done 
behind closed doors. In technology and [in 
terms of] short-term results the Ameri- 
cans are better than the Japanese. But 
American firms and business schools do 
not teach spiritual qualities or the long- 
term view. The technical training at 
American business schools is excellent 


» | three to five 
gap, 
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two | and will be suffic ent for the graduates for | [ 

years. But after five years - 


there may be deficiencies in management | | 


without this element of spirit. 

"We want to take what is good from 
each country. Under the executive level 
we have adopted the Japanese system. 
Above the executive level we have adopt- 
ed the American system. Executives usu- 
ally have two years in our companies to 
make good or they are reassigned or trans- 
ferred down. But the penalty for failure is 
not so radical as in the US. In the next five 


. years we must find the South Korean way 


— some parts from America, some from 
Japan, some from [elsewhere]. We must 
also remain aware of our traditions." 

.» On his father: “I grew up in Taegu, 
then moved to Seoul. Father never told us 
anything; he did not speak much to us. He 
was very busy. It was his character — none 


| of us felt we had any kind of education 


from him. I got the feeling he thought: 
‘Let the children grow and afterwards I'll 
see how good they are.’ There is still a 
strong Confucian tradition at Samsung. In 
[Asia] you see an 80-year-old father telling 
a 60-year-old son to watch his step. At 
Samsung there is still that kind of environ- 
ment." . 

. * On managerial style: “Father has a 
classical managerial style, but I am young. 
In the 1980s and 1990s there will be very 
big changes. I feel I must prepare for 
whatever changes may come. That is the 
burden. Some people at Samsung don't 
feel this; there may be a need to adapt 
management style to the circumstances. 





The pastoral dream 


of chairman Lee 


Seoul: When Lee Byung Chull was recu- 
perating from an illness in the early 1930s 
he began experimenting with animal hus- 
bandry and horticulture. Lee says that was 
when his dream of Yong-In Farmland 
came into being. In 1971 Lee purchased 
1,500 hectares of rocky and supposedly 
non-arable land some 40 kms from Seoul. 
At considerable expense and with no pros- 
pect of immediate return Lee converted 
the land into an experimental preserve of 
fruit trees, vegetables, livestock breeding 
and fish farms. He also developed a “fami- 
ly funland" modelled on the United 
States’ Disneyland and Coney Island in 
one of the narrow valleys. 

The long-term economic purpose of 
Yong-In Farmland is to find ways to culti- 
vate the 77% of South Korea that is non- 
arable. Various types of foliage and trees 
were imported and planted on the hill- 
sides, including grapes, apricots, apples 
and peaches, as well as rice and other sta- 
ples. There is a pig-breeding farm that has 
been crossing boars with pigs with excel- 
lent commercial results. A large lake has 
been converted to raise carp and other 
varieties of fish. 


for Lee, built as a replica of a traditional 
Korean house. There is also a museum, 
opened to the public in April this year, 
that contains some of the most precious 
art and antiques of Korean culture, in- 
cluding a dozen pieces designated as na- 
tional treasures. There is also a zoo, an 
area for young children and a classical Ko- 
rean garden. 

Although the family funland is a viable 
commercial enterprise, drawing some 1.5 


million visitors a year, the rest of the de- 


velopment has yet to show a profit. In 
1981 Yong-In brought in an income of 
Won 14.5 billion (US$20 million), nearly 
two-thirds of this from the funland. The 
whole enterprise employs some 300 peo- 
ple including scientists and researchers. 

The biggest problem, says the manage- 
ment, is the transplanting of imported 
trees given Korea's particularly difficult 
terrain and weather. But progress is being 
made. Any breakthrough will help solve 
one of Korea's most pressing problems, 
which has vexed the country throughout 
its history: how to feed its population on 
largely barren land. This could become 
the finest legacy of Lee Byung Chull. 


The land also contains a private home — HIKARU KERNS 
" ‘ i j d ` 
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Lee Kun Hee: preparing for tomorrow. 


We must do this in a pioneering and crea- 
tive spirit.” 


> On trade with China “Right now 


through Hongkong there are re-exports of 
TV sets, TV tubes, synthetic fibres. But 
we do not have an institutional relation- 
ship with China. All the middlemen are 


Hongkong Chinese. Samsung is making a - 
major effort to establish an institutional - 


relationship with China, and we have had 
a certain measure of responsiveness. But 
North Korea always steps in and objects. 


We have evidence that North Korea rou- - 


tinely lodges protests with China regard- 
ing trade with South Korea. In my view 
North Korea's policy is forcing all three 


parties to lose. We have much to offer - 
North Korea. We find North Korea'spoli- 
cies result only in Japan coming out the — 
winner, trading with all three countries." 


> On fields from which Samsung may 
withdraw: “This is a special South Korean 
problem. Once people hear Samsung is 
withdrawing, no one will step into the 
field. This is bad for the country, since 
there will be no one to fill the gap. So out 


of that consideration it is difficult for us to - 
withdraw from any area. For example, - 


five years ago we tried to sell the Shinse- 
gae Department Store [at] a price so low 
that it covered only the value of the land, 
but nobody would touch it simply because 
it was Samsung that was selling it. They. 
thought there could not be any profit in it. 
Since that time sales at the department 
store have gone up enormously, and the 
price of that asset has risen by 10 times." 


> On new investment: “We didn't en- _ 


ter the [car] field, based on a feasibility 


study that showed, first, that the South — 


Korean domestic market is too small and 
second, that Japan is too far ahead. In- 


stead, we spent the money on telecom- - 


munications and electronics. In the past 
couple of years we have been totally 


preoccupied with the development of . 
semiconductors. It's a money-eating field. 


The industry is changing rapidly." 
> On protectionism: “We must admit 


‘protectionism will affect South Korea, but — 
it is sad to observe. If protectionism pre- — — 
vails, all parties will be hurt." aM 
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Dispirited wildcats 
-Explorers are withdrawing from the search for Philippine 
oil, and authorities are considering added incentives 


By Leo Gonzaga 

Manila: Interest is waning in the search 
for oil here on the part of both foreign and 
Philippine exploration companies. Offi- 
cial expectations of the country's oil po- 
tential have gone down, and the emerging 
feeling is that relief from related burdens 
will come from development of geother- 
mal steam, coal and hydroelectric power 
and the use of substitutes involving the 
mixing of alcohol and petrol into alcogas 
and coconut oil and diesel fuel into coco- 
diesel. 

The number of exploratory oil wells 
drilled dropped to 17 last year from 21 in 
the preceding year. A further drop is tak- 
en for granted this year. Of the 34 service 
contracts granted by the government in 

" offshore and onshore drilling areas, all but 
10 have been abandoned. Since last Janu- 


ary, no.new service contract has been | 


granted — an unprecedented pause in 


nine years of the service contract system, | 


* according to industry sources. 
Energy Minister Geronimo Velasco be- 
lieves existing incentives have ceased to be 


attractive. He is thus lining up additional | 


- incentives. The bigger reason, however, 
could be the belief among explorers that 
there is little chance of hitting commercial 
deposits except possibly off northwest Pa- 
lawan on the China Sea side of the central 
Philippines. Even there, oil deposits are 
said to be scattered, with each pocket not 
big enough to make a continued search 
worthwhile. | 

Two foreign oil exploration companies 
have already abandoned the search. They 
are British Petroleum and Total Explora- 
tion of France. Among those still active 
are Amoco Philippines, Philippine Cities 
Service, Phillips Petroleum Philippines 
(all American), Chinese Petroleum (Tai- 
wan), Husky Oil Philippines (Canadian) 
and Salen (Swedish). Some are said to be 
also leaving in order to try their luck else- 
where. | 

Amorig local explorers there is even 
less enthusiasm. One, Basic Petroleum, 
has decided to drill for oil not here but in 
the United Arab Emirates, using for this 
purpose a portion of proceeds from the re- 
cent sale of its stakes in Basic-Landoil 
Energy (formerly Getty Oil Philippines). 
Another, Philippine Oil Development, 
plans to give up oil exploration in favour 
of coal mining. A third company, Occi- 
dental Philippines, is shifting to geothermal 
exploration. Most of the others are doing 
the bare minimum required to enable 
them to keep their exploration conces- 

sions. No drilling is involved. 

In preparing the new incentives pack- 
age, Velasco has invited suggestions from 
the industry. One suggestion calls for lib- 
eralisation of the drilling commitment 
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rule. Under this, a company must commit 
itself to drill at least three wells during a 
two-year period before it.can get a service 
contract. Industry sources say the number 
of wells should be reduced to.two in view 
of the increase in drilling costs: on the av- 
erage from US$2-7 million per offshore 
well and from US$100,000-1 million per 
onshore well. 

Also suggested is the restoration of the 
so-called Filipino Participation Incentives 
Allowance (FPIA). This was suspended 
three years ago. FPIA is designed to en- 
courage every foreign oil explorer to get a 
local partner. If they hit oil and develop 
the strike into a producer, the partners are 
entitled to a bonus equivalent to 7.5% of 
gross production. The scheme becomes 


Velasco: arranging incentives. 


effective only if local equity reaches 15% 
of the joint venture. 


till another suggestion calls for a change © 


in the production-sharing formula. In 
the Palawan area, where all the discov- 
eries have been made thus far, the formula 
gives the government 65% of production 
and the private companies concerned 
35%. Elsewhere, the sharing is 60-40% in 
favour of the government. The official ex- 
planation is that Palawan is no longer a 
wildcat area. At the start of the service 
contract system in 1973, the sharing was 
60-40% anywhere in the country. 

The energy minister has said that he is 
amenable to the suggestions on drilling 
commitment and FPIA. But he has 
hedged on the production sharing formu- 
la, pointing out that the 65-3576 split com- 
pares favourably with the formula in In- 
donesia, which is 85-15%. He is willing to 
consider 40% for private firms in Pala- 
wan, but under certain conditions. He 
would also consider a cost-recovery 
scheme whereby a firm which hits oil at a 


depth of more than 200 ms below the 
waterline will be allowed to recover all 
technical expenses from production. 

The position presumably reflects recog- 
nition that there are fewer drillable struc- 
tures in the Philippines than in Indonesia, 
with most of the structures in deep water 
and without proper pre-drilling work. As 
admitted by the Energy Ministry, while 
there are 13 major sedimentary basins off- 
shore and onshore in the country, up to 
640,000 sq. kms or about 75% of the entire 


- area encompassed by these basins are vir- 


tually still “virgin territory." Their oil po- 
tential still has to be determined by seis- 
mic, aeromagnetic and other surveys. 

Even in places where surveys have been 
made, drilling of late has not been success- 
ful. As recently as 1980, the claimed track 
record was one strike for every five wells 
drilled. That success-to-failure ratio has 
gone down. In the past several months, at 
least 10 wells have been plugged as dry. 

Of a number of strikes made and deve- 
loped into producers, the most successful 
are those of Cities Service and Amoco. 
The Nido oilfield of Cities Service has 
been in production since 1979, while the 
Cadlao oilfield of Amoco started produc- 
ing late last year. In October 1979 when 
Nido was producing at an average of be- 
tween 40-45,000 barrels per day and ex- 
ploration activity was at its most brisk, the 
Economic Planning Minister Gerardo Si- 
cat claimed that the search for oil in the 
Philippines had already been transformed 
from one of wildcatting to one of deter- 
mining the size of each discovery. “We are 
now establishing the quadrants of the oil 
province in Palawan,” he told a confer- 
ence, adding that the country might attain 
oil self-sufficiency by 1985. : 

It could be earlier, Deputy Energy Min- 
ister Gabriel Itchon told the same con- 
ference. He noted that with only Nido in 
production, local oil output was already 
about 1096 of total oil demand. Itchon 
also noted that more wells were being 
drilled. 

On April 16, central bank governor 
Jaime Laya told foreign correspondents 
that the geological structure in the Philip- 
pines consists “not of one large or a few 
large oil deposits, like those in the Middle 
East and Latin American countries, but of 
a large number of small deposits." He was 
explaining why the country's oil-import 
bill was still high. Thus, said Laya, “while 
it is true that we have been hitting oil well 
after oil well, it is also true that each wellis 
relatively small.” | 

Expert opinion supports the view of 
Laya over those of Sicat and Itchon. For 
example, West German scientists aboard 
the visiting research vessel Sonne said at a 
press conference recently they have found 
"ample evidence" that the oil off north 
Palawan comes from a *marginal source," 
though the area merits more exploration. 
In a joint study, the Asian Development 
Bank and the World Bank have voiced the 
belief that there is “very little chance" of a 
big oil find in the Philippines. Nido, Cad- 
lao and Matinloc will be “characteristic” 
of future discoveries — they will be small 
with quickly exhaustible deposits. | 
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”Pve put you on Sabena” 
It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 

nearest Sabena office 

has all the details. 
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Canon 


anon copiers are known all over the world for putting in a hard day’s work. 
Ve'd like to tell you some of the reasons for their extraordinary reliability. 


, Canon’s NP process. 
‘he original. Our own patented tech- 


and delivers a completely even and 
consistent application for clearer copies of 
hard-to-reproduce originals. 


gy which brings plain paper copying one 


) closer to perfection. At the heart is an 
ninum drum, coated with a highly photo- 
sitive seamless layer of CdS. This in turn 
oated with a polyester sealant for great 


ability. The NP process delivers high 

y quality and consistent copy-to-copy 
ormity. Rendering of blue colors and 
tographs is exceptional. 


Toner Projection 
Development. 
nother Canon patented technology. 


3, Smart paper handling. 


All our NP copiers take special care of 
paper, from the short paper path of our 
compact NP120 to the straight-through 
design of our NP400. Instead of the roller 
coaster path of some other copiers, we 
make sure that paper spends less time 
and travels less distance inside the 
machine. This means you can expect more 
hours of trouble-free copying and fewer 
disappointments. 


ead of brushing the toner onto the drum 


way other copiers do, we use static 
tricity to project the toner. This 
-contact method is less 

ject to wear 
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Sophisticated 
" Micro-computer control. 


We replace a lot of moving parts with 
advanced integrated circuits. They not only 
increase operating efficiency by making it 
easier to give our copiers instructions, they 
also make our copiers more reliable. Special 
diagnostic circuits activate symbols on the 
control panel if there should ever be a problem. 


V P Half the toner components. 


Most plain paper copiers use two toner 
components. And they have to be mixed 
and regulated inside the machine. Twice the 
possibility that something may not be just 
right. But we developed a unique single 
component dry toner. It needs no special 
regulating, so the mechanism can be 
simpler and maintenance 
is greatly reduced. 
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Australia Canon Copier Australia Pty., Ltd. 


New Zealand DRG Business Equipment, P.O. Box 5409 Auckland Tel. 686-599 Tahiti Morgan-Vernex, B.P. 449 Papeete Tel. 2-03-09 Papua New Guinea Burns Philp 


Guinea) Ltd., P.O. Box 75 Port Moresby Tel. 2202 Fiji Islands Pacific Mercantile Co., Ltd., P.O. Box 240 Suva Tel. 312-722 New Caledonia Menard Freres, Noumea Tel. 275222 


Yon Islands Harvest Pacific Ltd. P.O. Box 517 Tel. 131 
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trading 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 18 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 


por tree tte 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 
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Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


R0610CTR4M 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. I enclose $ 
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Annual subscription rates: 
HK$1,175 M/S$420 US$200 £105 A$175 


Sent airmail anywhere in the world. 








. CAT PLUS, to help Cat 





2 — Product value results from solid 


design, quality parts, precise manufacture 


$3 nd the calibre of before and after sales 
|. Support. 


Caterpillar achievements in these 
areas set the standard of value for the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpilar invested 
almost US$350 million in research. and 
engineering to make our chris more 
reliable, productive, fuel efficient and less 


expensive to maintain. 


And, —À Dealers in Asia 
provide unmatched before and after sale 
customer support services called s 


Caterpillar, Cat and (B are Trademarks of Caterpillar Tractor C: 
nm ae : Fi ^" 
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Value 


product users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types ae sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the field ... we con- 
tinue to lead it. As producer of the world’s 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 
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Total assets: 93.700 million 
Swiss francs (31.12.81) 


Capital and reserves: 
5,300 million Swiss francs 


Head Office : 
Bahnhofstrasse 45, Zurich, 
230 offices throughout 
Switzerland 


Worldwide network: 
Europe: London, 
Luxembourg, Madrid, 
Monte Carlo, Moscow 


North America: 

New York, Chicago, 

Los Angeles, San Francisco, 
Houston, Cayman IS., 
Hamilton/ Bermuda, 
Montreal, Toronto, Calgary 


Latin America: 

Mexico, Panama, Bogotá, 
Caracas, São Paulo, 

Rio de Janeiro, Buenos Aires 


Middle East: Abu Dhabi 
Bahrain, Beirut, Tehran. 


Far East: Tokyo, Hong Kong. 
Singapore 


Australia: Melbourne, Sydney 
Africa: Johannesburg 
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"Trade Financing? Definitely UBS." 


Trade must go both ways. this holds 
true for industrial and agricultural 
countries alike. 

We make it our business to actively 
assist international trade through a 
worldwide network of offices. 


UBS offers a wide range of services: 
export financing, documentary 
credits and collections, bank guaran- 
tees and many others. 


Cur export promotion office advises 
interested parties, investigates 
problems, introduces potential part- 
ners and coordinates their efforts. 


Talk to us and discover for yourself 
how UBS combines the best Swiss 
banking traditions with a creative 
approach to money matters. 


International finance is our business. 
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luxury flats in Hongkong and HK$162 


million for a 1596 stake in the Miramar 


Hotel redevelopment. Both had been 
| acquired by Carrian Holdings at top-of- 
the-market prices. . 


Such is the confidence of Carrian in 


the Miramar project that Carrian Hold- 


ings recently sold 10% of it to Hongkong 


Land to enable it to pay for the same flats 


now being injected into CI. 


. However, CI shareholders will be 
relieved to learn that the Miramar in- 


terest they are just now acquiring — to 


add to an existing 33% stake — will be _ 


sold if current negotiations are complet- 


ed. Are we about to be treated to yet 
another example of instant creative 


property trading by Carrian? 
In the latest deal CI has acquired 


| HK$553 million worth of Carrian Hold- 
ings debts, bringing CI's term debt up to 


| nearly 90% of shareholders funds — 
| Which themselves may be now overstat- 


Carrian Holdings has been raising 


cash by moving to place through Jardine 


tly | Fleming 100 million CI shares with insti- 


tutions including some in Europe. Re- 


| flecting investor uncertainty, Carrian 
| Holdings has had to offer a buy-back 
| guarantee so that if the shares fail to rise, 

the providers of cash will be able to trade 


on | in their shares. 


,, record de- 


tothe shipping | 


The question which intrigues Shroff 


| however is: who guarantees the guaran- 
‘tors? It is a method of financing which 


suggests Carrian Holdings may have had 


problems raising unsecured loans. 
| € THE fine print in Hongkong Land’s 


1981 report goes to considerable trouble 
to explain the effects of two companies 


(Land and Jardine Matheson) owning - 
40% of each other and both equity ac- 


This figure has been arrived at by using a 


| method invented by a certain Dr Bogie 


for removing the mirror effect. 
. Land profit, excluding all income 
from Jardine, was HK$1.14 billion, leav- 


Stake in Hongkong El 


shares which earned dividends 
HK$246 million, Jardines may. 
mixed feelings about Land. 
While Jardine is getti 
Land, Land is receiving its d 
scrip. This helps Jardine's cash 
sition. But it means that if Land': 
in Jardine is not to rise over 509 
two years, it will have to start : 
some Jardine shares. A 
stock? Or corporate restructurin 
For now Land looks. healt 


Jardine. But has Land now t 


more than it can reasonably di; 
dine did that in 1972-74 with th 
and not particularly successfu 
tions. Land makes much of its. 
property income and continuin 


through reversions and c 


But rentals last year accounted 
HK$360 million out of total 
cluding the Jardine contribu 
‘HK$1.14 billion. Property 
trading contributed HK$49: 
Land was quite late to boo 


and development portfolio. It. 


a decline from this source 


220,000 sq. ms by 1986 co 
| holding now in Central of å 


. Land's borrowings at the enc 
of HK$4.4 billion were still re 
modest compared to total fund 
ployed of HK$24 billion. But since. 
ary, Land. has paid HK$4.75 b 
(60% payable this year) for th 
naught Il site; some HK$2 billio 

| ectric, 
cof Ca 


k 


ing a mere HK$92 million to be account- |. 


ed for by Land's share of Jardine's prof- 
its (excluding that derived from Land). 
From Land's point of view, removing the 
mirror-image effect does make only a 


modest dent in published profits. 


Interestingly, Jardine's annual report 
is rather shy about removing the mirror 
effect. Shroff has yet to master the 
mathematics of Dr Bogie, but it appears 


that excluding all Land and reciprocal ef- 


fects, Jardine's earnings would be about 


d at} half the actual HK$723 million. How- 
_ever, having paid out HK$620 million in 


interest on loans raised to buy Land | 


earnings but both have a neg 
on cash flow. Meanwhile, if 


badly for associates with. which 


wi 
tary an | 
ican say Hor 
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It was inferred from this that the Registrar: 
of Companies was unaware of the eT 

ment E policies; and that the trade aul uthori- 


















its name. Deals done from Singapore . 
through the New York exchange are 
cleared on the New York floor. But this 
involves payment to a principal who isa 
Comex member and many operators in 
the loco-Comex market match deals local- 
ly and send only unmatched bids and of- 
fers to New York, 









ing: pore: Several months ago the gov- 
ent reti acted at the last minute (with- 
expla plan to introduce an 

of 1 arhamen reg lating gold trading, © 
I Med, local nee 


The. Jack of legislation allowed 
growth of dozens of financially question- - 
able fitms operating outside the tradi- 
tional loco: London market and t he long- : 












ticular- 








pran over the past two years, ‘par 
ly after the gold price boom in 19 B 
had a magnetic effect on the spéculative - 
public. These firms lacked professional 
skill and their clients were uninformed 
speculators i in the main, unlike the institu- 
tional investors and hedgers | in he rt ibber 
and loco-London markets. There are esteo. 
mated to be over 60 commodity trading. 

firms i in bullion, ‘grain sugar and begins: = 


rapidly from a "handful of firms i in 1979 to | 
embra dozens now. (Firms are said to 
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[ j ugh Singépaid. has a onte T | 
change — the Gold Exchange of Singa- 

(GES) — formed by leading banks. 
d bullion houses i in n 1978, it is esnpatee 







tures 2-0 in js -— the loco- 
Comex market (like the GES) deals in fu- 
tures and though loco-London is nominal- 
ly a spot market transactions are invaria- 
bly deferred and thus become futures in 
effect. (London has no formal trading 
floor, so deals are matched locally.) 
"There is evidence that the. government | 
considered stricter controls over the es- | A recent 
tablishment of commodity trading firmsas | the GES sh 
far back as 1979. Traders point to what 
they call an "implicit" policy begun in that 
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wants tighter’ legislation o 
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| any farther unilateral action by the EEC. E 
_| While accepting, for example, the basket 

| extractor mechanism (under which an im- . 
| porting country can ask for a “sensitive” ae 
| textile category to bet ofa 
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more difficult than expected, now that all | the ev 
the Asean capitals have agreed to stand 
firmly behind the Multi-Fibre Arrange- 
ment (MFA) and to cooperate closely | ME 
‘with each other (REVIEW, May 14). As | - 

none of the Asean countries is a major | a 
| supplier, the EEC had hoped that a deal | i 
| with one of them would set the pattern for - 
| the rest. But even though the Five will be | 
a negotiating separately, by coordinating | | 
among themselves they should be able to | b 
present a united front. — |a 

"Negotiations between the EEC and In- 

dia revealed substantial differences over. 
* at least three major issues. Following the 
| common appro a vig ih Vico e. 


i s: The “Buropèan Economie: 
ommunity (EEC) has suffered the first 
aportant setback in its programme for 
the renewal of its bilateral textile agree- 
nts with 28 “low-cost” suppliers in 
a, Latin America and Eastern Europe. 
ad scheduled two weeks of continuous - 
otiations m India, Nace ed 
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By Andrew Tanzer 


Taipei: With Taiwan's economy slipping 
deeper and deeper into recession, the gov- 


| ernment is mounting a campaign to stim- 


ulate investment. Import duties on ma- 


. chinery have been halved and certain in- 


dustries will receive low-interest loans and | 
tax credits for purchase of machinery and- 
equipment. The. incentives are heavily 
weighted in favour of two newly chosen 


strategic industries — machinery and in- 


formation equipment. - 
This i is the fourth consecutive vear the 
government has ánnounced measures: de- 


. Signed to stimulate investment. The re- 


sponse to date has not been overwhelm- 


| ing. Private fixed-capital formation in 


1981 was up 10% over 1980 in money | 


! way | aim to NT$250 billion (US$6. 6 billion); 
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as strict as thos 
change has a clea 
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b been a ner. ' 







Legislation cannót prevent he operation 


of discretionary accounts but the common | 
view among traders is that the practice | 
should be restricted to well- trained opera: | 







maini ' foreigners, who are said to 
agen with a a 
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fie authorities: are likely: to bear in 
; however, the very wealthy specula-- i 


compared to a 26% rise in 1980 and 35% 
in 1979. Foreign investment in 1981. fell 
15% to US$396 million. | 

The obvious reason for the investment 
slump. is lack of overseas markets. Tai- 
wan's economy is export-oriented — ow eX- 
ports account for 50% of gross national 


| poo ine win -and P crimi iy e are 





p Export in 19813 rose 14% to 

US$22.6 billion, half the average annual 
rise in the: 1970s, and overseas shipments. 
in January-April this year were up only 
4% on the same period last year. There 


| m PES worse to-come: export orders re- i 


., otherserious minded investors. 


The rewards can be high; the objective for each pool pei ng at least a : ; B 


a 30% p.a. return. 


_, : Yourmoney is Securely held in a Client-only acéount until being | PN 
~ entrusted to one of our Analysts in a top U.S. brokerage house who. = 

works directly foryouinthe marketplace, = $. a 
-Further information is explained in your confidential | prospectus. = 
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ceived during January- -April plung 
from 1981. 

Despite the pep-talks Econ 
ter Chao Yao-tung has give 
 businessmen recently, the g 
scope. for prevailing. upon © 
limited. The government ca 
centives on the supply side-b 
| cost of investment, but hi 
use to manufacturers if the 
covery in demand from 
. government also cannot chang 
of local investors, who econo 
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broad recovery is at hand befoi 
fresh investments. | 
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Over the past few years, s soari 
costs have cut deeply i into th 
ness of Taiwan' s traditiona 
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software), 


‘tion in tariffs on ma- 


NT$3 billion in re- 


measures 


fiscal 1983 (currently 


tries, such as textiles, garments, footwear 
and consumer electronics. A recent 
CEPD study showed that from 1976-81, 
wages in the manufacturing sector rocket- 
ed an average of 18.276 a year, nearly tri- 
ple the rate of annual productivity gains of 
6.1%. By raising efficiency today when 
the cost of investment is relatively low, 


- manufacturers will be in a stronger com- 


petitive position when the long-awaited 
recovery comes in key export markets in 
Europe and North America. 

The investment incentives may be more 
important than they appear at first glance, 
because they provide clues to Taiwan's de- 
velopment strategy for the 1980s. The 
need to move from labour-intensive, low- 
value-added industries to technology- 
intensive, high-value-added ones is a slo- 
gan that has been on the lips of economic 
planners and government officials for 
years. The transition has been slow, if pro- 
gressing at all. 

Now the government is taking steps to 
accelerate the restructuring of the econo- 
my. A few years down the road the mea- 
sures may seem trifling, but they may also 
prove to be an impor- 
tant indication of the 
government's com- 
mitment to support- 
ing the so-called stra- 
tegic industries. For 
instance, the reduc- 


chinery alone is ex- 
pected to deprive the 
Finance Ministry of 


venue over the next 
year. The stimulative 
are also 
consistent with the 
central government's 
budget proposal for 


in the legislature), in 
which steep cuts are 
made in the govern- 
ment's capital-spending projects in order 
to make more resources available for pri- 
vate industry. 

The machinery and information equip- 
ment industries have been selected to 
spearhead the industrial restructuring be- 
cause they have a high market potential 
and are relatively technology-intensive, 


‘energy-efficient, low in pollution and have 


a high value added. They were first des- 
ignated strategic industries at an economic 
conference last December and are thus 
written into the CEPD's four-year eco- 
nomic development plan (1982-86), which 
also came out last December. But it was 


not until May that the Economics Ministry 


issued a list of 87 types of machinery, elec- 
trical machinery, machipe tools and car 
parts, and 57 computer (hardware and 
microcomputer, industrial 
electronics and telecommunications items 
considered strategic. A company is eligi- 
ble for investment incentives if more than 


‘half of its operating revenues are generat- 


ed by strategic products. 
Specifically, the investment measures 
are these: S 


Machinery industry: moving up-market. 


PUERO DOT GE TA *UOSLKESERAS 


» The duty on 123 kinds of machinery 


and equipment not produced in Taiwan 
has been cut by 50% . Previously, the aver- 
age tariff assessed on the products was 10- 
2096. 

» The Bank of Communications 
(BoC), Taiwan's development bank, has 
made available NT$10 billion to lend to 
companies buying locally made machin- 
ery. Interest rates will float at two percen- 
tage points below those in the banking sys 
tem (currently a floor of 12% and a ceiling 
of 13.2596). The loans will be of five years 
or longer for up to 80% of the cost of the 
machinery. Importantly, the companies 
may use the machinery purchased as col- 
lateral. BoC's special fund will come 
mostly from low-interest postal savings ac- 
counts redeposited in the central bank. 

» Manufacturers will be allowed to re- 
tain undistributed earnings equal to 200% 
of the companies' paid-in capital, double 
the previous ceiling. In the past, the Fi- 
nance Ministry has forced manufacturers 


to pay out the bulk of earnings in divi- 


dends to increase tax receipts. 
» Firms in 39 industries may deduct 





from their business taxes 10% of the cost 
of all machinery they import and 1576 of 
the cost of machinery purchased locally. 
Thirteen important export industries and 
four technology-intensive ones have en- 
joyed this tax-credit scheme since No- 


vember, and the Economics Ministry has ` 


just added 22 more. From November to 
May, the 17 industries received tax deduc- 
tions for the purchase of machinery worth 
NT$11 billion. 

» On July 1, the Economics Ministry's 
Industrial Development and Investment 
Centre (IDIC) and Investment Commis- 
sion (IC) will be merged into a United Ser- 
vice Centre. Currently, the IDIC provides 
information and assistance to potential 
foreign investors before formal submis- 
sion of investment applications, and the 
IC screens the applications and approves 
or rejects them. The United Service Cen- 
tre will also have divisions for functions 
previously handled by local governments, 
such as land sales and construction per- 
mits, and by other branches of the central 
government, such as taxation and foreign 
exchange. The intent of the one-stop ser- 
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vice for foreign investors is to streamline 


the application process. M. T. Wu, vice- 


economics minister, said the new centre 
should shorten the four-to-six weeks it 
currently takes to process an application. 

» The government announced it is 
drawing up plans to launch a venture-capi- 
tal company to lend money to high-risk, 
high-technology concerns. The company, 
or bank, would identify high-potential 
firms lacking financial support and lend 
them money or inject equity. Wu said the 
investment bank would be privately run 
with money contributed by local indus- 
trialists, the government's investment 
fund and perhaps the Private Investment 
Company for Asia. 

The government has already an- 
nounced that the tariff reduction, BoC 
loan and retained earnings investment in- 
centives will be offered to the strategic in- 
dustries. But the Economics Ministry may 
make some so-called key industries eligi- 
ble for the benefits too. 

Despite the elite status they share, there 
are major differences between Taiwan’s 
machinery and information industries. 
The island’s machinery industry is more 
than 20 years old and is a major exporter. 
In 1981, machinery exports topped 
US$900 million, including US$220 million 
in motor parts, with Southeast Asia the 
prime market for industrial machinery 
and the United States for machine tools. 
Information equipment is a fledgling in- 
dustry and sales, including domestic ones 
are negligible. 

The machinery industry is moving up- 
market rapidly. Production of numerically 
controlled and computerised numerically 
controlled machine tools has grown brisk- 
ly in the past few years. A.government- 
funded industrial research institute will 
this summer unveil an industrial robot and 
will sell robot design ánd manufacturing. 
technology to the local machinery indus- 
try. | - 

But economists say quality and design- 
ing ability is rather uneven in the industry, 
which may be as important for import sub- 
stitution and upgrading Taiwan's indus- 
trial production as for earning foreign ex- 
change. : 

Many economists:are more. sanguine. 
about the long-term prospects for the in- 
formation industry. They reckon this 
knowledge-intensive industry is perfectly 
suited to Taiwan, which has an abundant 
supply of highly trained engineers, scient- 
ists and Tether toned The Eco- 
nomics Ministry expects explosive growth - 
in this industry — and exports of US$3-4 
billion by1989. °°" | | 

Foreign investment will probably play a 
more vital role in the information industry 
than in any other irr Taiwan during the de- 
cade. The industryrwill be highly depend- 
ent on foreign investors for technology, 
capital and markets. “We want foreign in- 
vestors to set up R and D [research and de- 
velopment] facilities here to teach the lo- 
cal brains,” said Wu. “Locals have the mo- 
ney for R and D, but they don't know how - 
to use it." Total public and private R and 
D outlays in Taiwan are equal to less than 


1% of the GNE... 
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ysia's bid to localise the manufacture of Meist 


Ha i umpur: Malaysian Government 
s to manufacture motorcycle engines 
lly have had a rough ride in recent |.ta 
ths. An initial agreement to setupa |. i | ha 
e Shah Alam, Selangor, à md venture with. | tu 


arge plant in a joint venture with 
a stalled when it ran into opposi- 


vvep me s gants. 


l Boon Sieg: a Peig pisingeenek with 
interests: in property, construction, plan- | 
! | output.. : Inevitably, though, they. 


s and manufacturing.. 
Next largest is the Yamah 


ie Kwek E family s 62 00 


trom other Japanese producers. A | Y 


ly formulated compromise solution 
ald also break down. The govern- 


t side is now aiming to build three - 


eparate factories — one each with Yama- 
nd Honda, and a third supplying com- 
ents to these two — but sharply higher 
costs may yet send the project back to 

he starting grid. ` 

. The Malaysian. motorcycle market is at 


resent supplied by four local assembly - 


lants, each of them putting together kits 
mported from Japan in completely 
.nocked-down form. The Honda factory 
t Butterworth, Penang, is the biggest, 


cing 78. 000 of the 185,000 machines | gov E ues 


uilt in Malaysia last year. It operates asa 


cit ndi el piden is Kawaii 


which last year built just 2,000 machines at | 


its Petaling Jaya, Selangor, factory, a joint 
venture with East Asiatic Corp. (EAC), 


national equity corporation Permodalan | 


and a subsidiary of the MARA Founda- 


| tion. Kawasaki shares its plant with an is : 


EAC operation producing some 2,000 


M motor scooters annually. 
> May 1 


li four makers have 


tnership between Honda and Boon | Motor 
ew, a mp headed iis Datuk Loh 


it t by a long strike in Bombay, India’ s 5 text ile- 
ports e HOOK cum to feli snerpiy th this y» 


(jw Delhi: 


bay sir ce January 18. No end is in 
ght and the > industrial action has cut out- 
Y — cotton pu sand] is certain 


t wu one. ul India's 400 spinning 
.and 53 ot’ its 291 composite (spin- 
re . pere A is 


1a is 29. 5% oft t ne lonis i in ne mills sec- 


e dispute is t nainly over pay. Bom- 


extile worke rs feel their real Wages. 
“not kept pace > with increases in la- 


ir productivity. ` With 1960 as the base 
(100), the labo ur. productivity index 
.145 in 1977. Th: 2 index of real wages 

t he same base) stood at-118 in 1977. 


1 Bombay v workers eel their 


Strike. action. by 250,000 | 
rkers hais closed all 54 textile mills in : 


of the Eu. s spinning capacity. The 


minimum monthly wages in Bombay and 


Tamil Nadu have risen approximately | 
four-fold between 1965 and 1981 to Rs 631. 
(US$69.30) in Bombay and Rs 679 in | 
Tamil Nadu. But when these nominal |.i 
wages are deflated to offset price in- | 
creases, the real wage in 1960 price terms | 
works outto Rs 134 and Rs 141. 2 respec | 


tively. 


There is thus no meeting ground be 


| tween the two sides. The impact of the 
strike is already being felt. Output of cloth. 


(all varieties) in the first quarter of 1982 


was 32.5% below the 1981 first quarter | 
. production of 683.3 million ms. For cotton | 
cloth, the output in the first quarter of | 
. 1982 was 21.8% less than the 642 million 
ms turned out in the same 1981 period. 
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sector accounts E 2 


targets’ ill result thoriti 
the: officially approved retail price 
Up to now, the assemblers h 


: 3 l | plied by sourcing mainly non-mec 
<o p parts from inside Malaysia — rubber 
. plastic components, metal-pressed p 


and wires, for example. Som | 
ning further local investment in bod 


d e tn out into the lo 


T Phe o RAE took the first ste 
«third quarter of last year, when it sen’ 


 amission from the Heavy Industries Corp 


of Malaysia (Hicom) to Japan for talks or 
the; oo a ear Oh piel. of até 


“By pe AR Hicom- finally de 


a |. sided to reject i the Honda bid, and instea 
ng ? pressure from the |. signed a le 
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x of intent with Yamaha & 
ie plant in Malaysia. with | 
000 units a year, —— 
Hicom had anticipate: 
| deeement within three tc 
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The Bombay mill-owners. say further j ti 
wage rises are out of the question and the | i 
.|only way to end the strike is for the | 

workers to go back to work. dp 
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six months, but the controversy raised by | ject is still unclear. An official at Shah 
the terms of the letter of intent caused a | Alam told the REVIEW that *as far as Ya- 
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change of plans. Locally the project was 


questioned on the grounds of cost effec- 
tiveness. It was felt that the market was 
too small to justify an engine plant ( Yama- 
ha disclosed that only 80 cc. engines would 
be built). 

In Japan though, the dispute was much 
fiercer. Hicom's proposal that all the ex- 
isting assemblers — Honda, Yamaha, Su- 
zuki and Kawasaki — should use a com- 
mon Yamaha-manufactured engine in 


maha is concerned the letter of intent is 
still effective," but according to Yamaha's 
own representative here “the project will 
become smaller than we expected" and 
could end up the same size as the Honda 
scheme — just half as big as the company 
had planned. 

Engine interchangeability could still be 
a problem, even with two plants. Yamaha, 
which has just submitted a revised feasibil- 
ity study to Hicom, is likely to produce a 
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their smaller models was strongly resisted. two-stroke, 80 cc. unit, and Honda a four- JETSPEEDED RATES 

The plan, at M involve major al- | stroke model of the same capacity. Clearly 

terations to their specifications, was *most | Suzuki and Kawasaki — which is aiming to 

unfair," Honda sources in Tokyo told the | launch its own 80 cc. motorcycle in Malay. A zæ 00 

REVIEW. The other makers *would have | sia later this year — hold the key to the China US$14.50 US$49.00 

been severely damaged,” according to a | success of the Hicom proposal. Six weeks India US$14.50 US$49.00 

Japanese trade representative here. Hon- | after the offer to them to participate was Indonesia —— | US$14.50 US$49.00 

da, Suzuki and Kawasaki all protested | made, though, neither had replied. Japan 19500.00 

both to Yamaha and to Hicom. Hicom's odd compromise could end up ys Me D A 
Subsequently, Honda and Suzuki sub- compounding the problem of economies pa oe 

mitted new proposals to Hicom in De- | of scale pointed out when the earlier plan Philippines seen oe r 

cember, along with Kawasaki, with the re- | for a larger single plant was announced. Singapore — ; $$95.00 | 

sult that by early 1982 the Yamaha pro- | The projected total capacity is likely to Thailand US$12.00 US$40.00 " 

ject was "tentatively RestofAsia — | US$14.50 US$49.00 


stopped," in the 



















words of a senior Ja- Australasia ume lm 4 
panese diplomat. On Ecos, Axion 4 
April 23 — after four & Middle East [eem | Bs «ji d 
months’ studying of Sti PA US$40.50 | US$74.00 ‘ 
four separate bids — 1 
Hicom announced its | 
new decision to all the SURFACE MAIL RATES 4 
manufacturers. | 

The compromise 3 
deal was in three | S 
parts. First, Hicom Unser eee | 
said, it had now £650/ | et1.50/ 4 
reached agreement Asoo | A820 90 3 | 
with both Yamaha | 


and Honda to set up 
two separate engine 
plants by 1984, each 
producing engines of 
less than 110 cc. Se- E or 
condly, Suzuki and Po — TERSUU 
Kawasaki were being 
invited to participate 
in either plant. And thirdly, Hicom itself 
would be establishing an engine-compo- 
nents factory to supply both the Honda 
and Yamaha projects. The Malaysians did 
not name a partner for the components 
plant, but as if to placate all sides did spec- 
ify that it would be from outside the 
motorcycle industry. 

Hicom is refusing to confirm the new 


, Please enter my subscription for 
plan “until things have crystalised,” a se- | laysia cannot afford to have two or three C5 Side 
nior corporation official said, but some | engine-manufacturing plants," he Det 


details have emerged from Honda. It an- 
ticipates putting up a factory with an annu- 
al capacity of just 120,000 units, and while 
uncertain as to how many engine models it 
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Honda factory Japan: new 


stay at 240,000 engines a year, but the in- 
vestment needed could rise from M$130 
million to closer to M$200 million. 
Splitting the project into two halves 
would “only increase the transfer price 
from the factory to the assembly plant,” 
the Yamaha representative said. The Ja- 
panese trade official said it would be “non- 
sense" to build separate factories. *Ma- 


stressed. 

Even the plan for a third Hicom facility 
producing components — probably a die- 
casting works — came in for criticism. 
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will eventually produce, has initially bud- | One industry source pointed out that in | , m=! se 

geted ¥10 billion (US$41.3 million) for a | Japan a components plant would normally | ! yame 

single-line plant. Hicom has set equity | service manufacturers with combined out- |: address | 
shares for both the Honda and Yamaha | put capacities of some 750,000 engines a 
projects at 50% each for itself and the | year, several times the scale of the pro- | ! cu Zip Code | 
joint venturers, but has overlooked the | posed Malaysian operation. Assuming C) Jetspeeded O Surface mail | 


question of possible participation by Boon 
Siew or Hong Leong. The original Yama- 
ha letter of intent expressly included a 


the overall scheme does lead to sharply in- 
creased production costs, at least one as- 
sembler is planning to ask the government 
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Vissan's cars awaiting export: volume declining. 


Big Five keep bubbling 


Japan's top five general trading houses 
all boosted sales in the year ended Mar. 
31, with increases of 5.4% to €** 14.69 tril- 
lion (US$60.7 billion) for Mitsubishi 
Corp.; 4.4% to Y 13.23 trillion for Mitsui 
and Co.; 15.24% to * 12.34 trillion for 
C. Itoh; 13.4% to Y 11.55 trillion for Ma- 
rubeni Corp., and 13.6% to ¥10.96 tril- 
lion for Sumitomo Corp. 

Net profits for Mitsubishi were ¥21 
billion (up 3.3%); for C. Itoh ¥5 billion 
- (up 10.8%), for Marubeni ¥5.3 billion 
(down 46.5%) and for Sumitomo ¥15.6 
billion (up 39.4%). Mitsui registered a 
loss of ¥ 15.1 billion. 

Exports, imports and intermediary 
- trading contributed to the sales in- 
creases, despite, sluggish domestic de- 
mand, while only Sumitomo showed a 


large increase in profits because of 

sharply increased exports. 
Mitsui’s deficit was due to an alloca- 
tion of ¥39.5 billion as a special loss in 
connection with the Iran-Japan petro- 
chemical project. A reason for the large 
drop in net profit for Marubeni was that 
the company reserved about ¥ 11 billion 
for possible future repayment. For the 
current year, all five companies predict 
an increase of less than 10% in sales due 
to continuing dull domestic business. 
Reduced growth in exports of steel 

pipes, cars and ships is also forecast. 
Dividends were unchanged except for 
Mitsui — Y7 for Mitsubishi, €*5 (*¥7 pre- 
viously) for Mitsui, ¥5 for C. Itoh, ¥6 

for Marubeni and ¥7 for Sumitomo. 
— KAZUMI MIYAZAWA 





Anscor slips 
Net income of A. Soriano Corp. (Ans- 
cor) of the Philippines, manager of the 
Soriano group of companies, declined to 
P32.142 million (US$3.92 million) in 
1981 from P50.732;million in 1980. Six 
of the Anscor-managed -firms .expe- 
rienced sharp profit reductions, includ- 
ing copper producer Atlas Consolidat- 
ed, newsprint makér Picop and brewer 
San Miguel. Three others moved from 
net profit to net loss positions — Atlas 
Fertiliser, Industrial Textiles and Phelps 
Dodge Philippines. | 

Five smaller Soriano group members 
registered higher earnings: Anscor Insu- 
. rance, Anscor Transport, Provident In- 
| surance, Soriamont Steamship and Tour 
Specialists. On balance, management 

fees dropped for Anscor. 

| — LEO GONZAGA 


Fujitsu flies high 
Fujitsu, Japan's top: computer maker, 


announced a 24.1% increase in net profit 
to ¥22.9 billion (US$94.63 million) and 


—_— 
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a total sales jump of 15.4% to * 571.1 
billion for the year ended Mar. 31. Net 
profit per share was ¥23.1, up from 
320.7, and dividend was unchanged at 
¥6.5. 

The sales increase was attributed to 
active demand for information-process- 
ing equipment such as office computers 
and word processers. Sales of electronic 
parts jumped 24% due to strong demand 
for very large-scale integrated circuits. 
Exports of computers to the United 
States and West Germany increased and 
total exports went up 37% to ¥11.2 bil- 
lion, or 16.7% of total sales, which are 
forecast to rise a further 21% this year. 

— KAZUMI MIYAZAWA 


Buoyant UMBC 


Net group profits at Malaysia's third 
largest commercial bank, United Ma- 
layan Banking Corp. (UMBC), more 
than doubled from M$7.12 million 
(US$3.11 million) to M$14.91 million in 
the year ended June 30, 1981, though the 
latest figures are distorted by the inclu- 
sion of an extraordinary gain of M$2.32 





million arising from the sale of proper- 
ties. The improvement for the bank itself 
was rather more modest — from M$5.07 
million to M$8.15 million — while its fi- 
nance, insurance and property subsidiar- 
ies increased their combined net income 
by more than 200%. Directors proposed 
an unchanged dividend of 10% less tax. 
Total customers' deposits with UMBC 
— now jointly owned and controlled by 
state-run Pernas and Multi-Purpose 
Holdings — rose 33.1% over the year to 
M$2.49 billion, and net advances were 
up 21.4% at M$1.73 billion. Total assets, 
however, climbed 58.496 to M$4.47 bil- 
lion, partly through the inclusion for the 
first time of outstanding commitments 
on foreign exchange .(amounting to 
M$811 million). The equivalent assets 
figure for second-ranking Malayan 
Banking was M$11.87 billion, and for 
top-placed Bank Bumiputra M$18.38 
billion (both as at Dec. 31, 1981). 
— JEFFREY SEGAL 


Nissan noses ahead 


Japan-baséd Nissan Motor Co. reported 
a’6.1% sales increase to ¥3.2 trillion 
(US$13.22 billion) in the year ended 
Mar. 31. Income before special profits 
and income tax rose by 7.5% to € 178.6 
billion, though net income showed only 
a fractional increase of 0.2% to € 86 bil- 
lion. Cash dividend per share was in- 
creased from ¥13 fo €Y14. 

There were foreign-exchange gains 
and also savings as a result of rationalis- 
ing operations. But exports of passenger 
cars by volume declined by 6.795 to 
965,902 from more than 1 million the 
previous year. Meanwhile, domestic de- 
mand for both passenger cars and com- 
mercial vehicles remained sluggish, up 
only 2.1% to 893,558 units for passenger 
cars and down 5% to 253,772 units for 


commercial vehicles. — HIKARU KERNS 
GM-H turns round 
Australia-based General Motors- 


Holden (GM-H) achieved a sharp turna- 
round in 1981, reporting a net profit of 
A$6.1 million (US$6.4 million) follow- 
ing a record loss of A$150 million in 
1980. The earnings included some profit 
on sale of surplus land, while 1980 losses 
had been widened by non-recurrent 
costs of plant closures. For the fourth 
year in succession, GM-H failed to pay a 
dividend to its American parent. Unit 
sales rose 6% to 146,161. Exports were 
especially buoyant rising from 6,685 to 
12,258 units. The company has begun 
volume exports to General Motors' Eu- 
ropean affiliates from a new plant for 
four-cylinder engines completed at a 
cost of A$250 million. GM-H turnover 
rose by 18% to A$1.18 billion, just 
ahead of main rival Ford Australia, 
which earlier reported 1981 profits 
of A$49 million after just breaking even 
in 1980. — A CORRESPONDENT 
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The indices remained nearly level, with 
the unweighted Straits Times Index finish- 
ing the period at 758.36, for a loss of 1.19 


> points over the | previous Monday's close. 
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among original co-founders of Banco Fil- 
ipino and BF Homes. Poor fundamentals 
again pulled down share prices of most 
mines and commercial-industrials. 


Seoul | | 


The decline continued, with the compo- 
site share price index closing the period at 


160.1 points. Analysts expect continuing: 


caution on the part of investors. Trading 
was erratic with an average 7.5 million 
issues changing hands daily. Construction 
issues retreated sharply and other shares 
were mixed. 


Tokyo | 


The market continued to drift down, dis- 
couraged by a lack of positive news on the 
general economic outlook. The Nikkei- 
Dow Jones average closed at 7,325.65, 
down more than 130 points over the peri- 
od. Turnover was the lowest for the year 
at 100 million shares. Blue-chips were sold 
on a wide front. 
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volume traded’ was NT$394 million 
(US$10.4 million)..But investors expect 
an upturn in share prices and turnover be- 
cause the newly appointed chairman of 
the Securities and Exchange Commission 
is expected to carry out a number of re- 
forms. Interest rates are expected to de- 
cline shortly, too. 


Bangkok 


The bullish sentiments of the previous 


week gave way to profit-taking which sent 
prices down across the board. Weakness 
was particularly evident in Jalaprathan 
Cement, the most active stock in recent 
weeks. There were rumours that a family- 
controlled shareholding faction which was 
ousted from the company's board in mid- 
April (REVIEW, May 28) has managed to 
expand its holdings to a level which may 
enable it to stage a boardroom comeback. 
Average daily turnover was lower at Baht 
18 million (US$782,000) while the Book 


. Club Index lost 0.48 points to close at 




















but as soon as they left, prices began to de- 
cline. Some interest was sustained by a 
number of situations which had deve- 
loped, though these only served to mask a 
big drop in turnover which worried many 
members of the securities industry. 

The Australian All-Ordinaries Index 
slipped 4.6 points to finish the period at 
504.9 points. Prices in the oil and gas and 
minerals sectors were static. 


New Zealand . 


The previous period’s rally ran into some 


selling pressure and the market promptly. 


retreated on falling turnover. The com- 
pany reporting season continued with re- 
sults pearly all ahead of market expecta- 


tion. Leading retailer Farmers Trading, in 




















buying had buoyed prices in recent weeks, 
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Thais Australia now includes Brisbane and Perth in addition to its Sydney and Melbourne 
destinations. T Which means our magnificent 7475 now cover more of that vast continent 
than any other Asian airline. 1 From Bangkok you can fly to each city non-stop and faster, 
via our Great Circle Express routes. f And in more comfort too, because our 7475 are de- 
signed to carry less passengers than those of other airlines. 1 Whether you're reclining on 
a Slumberseat in First Class, savouring the quiet of our Business Class, or S 
enjoying the atmosphere in Economy, its Royal Orchid Service all the way. Thai 





"Gi trade is done in this city,” 
Marco Polo wrote in the late 13th 
century, and the Fujian People’s Con- 
gress is today attempting to re-establish 
the tradition which lapsed when the 
Kuomintang fled to Taiwan before the 
People’s Republic of China was estab- 
lished in 1949. The harbours of Fuzhou 
and Xiamen, though basically sound, 
need dredging and the installation of 
modern equipment. Land is cheap and 
available for industry while the popula- 
tion enjoys a high standard of technical 
education — at least by Chinese stand- 
ards. 

The Fujian provincial authorities want 
first to encourage foreign investment in 
hotels because until prospective foreign 
investors have adequate accommoda- 
tion, few will visit the area. Then they 
want to construct, with foreign help, sea- 
side tourist centres and large hotels for 
both foreigners and Overseas Chinese. 
Investors in these and other Fujian pro- 
vince projects are being offered far more 
favourable terms than in the Shenzhen 
Special Economic Zone (SEZ) which 
borders on Hongkong. In addition to 
low wages, foreign investors will 
be given tax holidays of two to five 
years. 

Indeed, one official told this writer: 
“The bigger the investment the longer 
the holiday.” 

The coastal towns beside the Straits of 
Taiwan are already affluent as a result of 
the remittances sent by thousands of 
Overseas Chinese to their relatives. For, 
during the past century, it has been more 
natural for young men to seek their for- 
tune by taking a boat to Singapore, Sai- 
gon, Brunei or Bangkok than to pene- 
trate the formidable mountain range 
which separates them so dramatically 
from inland China. The Chinese who 
made great fortunes abroad have pro- 
vided the funds to build and endow 
schools, hospitals and universities on 
their native soil. 

A pool of skilled Chinese labour will, 
the authorities claim, be available short- 





LETTER FROM FUZHOU 


Buddhist temple in the Fuzhou area: religion thrives along with industry. 






ly for work with 
foreign investors. 
Meanwhile, the 
province is pre- 
paring the basic 
infrastructure for 
a new concentrated SEZ to be construct- 
ed in an area of a square mile at Huli, 
northwest of Xiamen, which will be de- 
voted to light industry — mostly textiles 
and electronics. Massive road construc- 
tion is already in progress there together 
with the laying of water mains and elec- 
trical supply lines. 

The Fujian authorities are also hoping 
to attract foreign investment in order to 
modernise, re-equip and expand at least 
half of the 700 old factories which are al- 
ready established in Xiamen, producing 
building equipment, household applian- 
ces, radios, paper and textiles as well as 
refining sugar. 

The city of Fuzhou is famous for its 
lacquer ware which is exported to Japan 
in large quantities as well as to the Unit- 
ed States and Europe. There is also a 
thriving ceramics industry while textiles 
and electronics are produced for the lo- 
cal market. These industries, too, will be 
improved and re-equipped with the for- 
eign capital which the SEZ's administra- 
tive committee expects will begin to flow 
in next year. 

Buddhist temples throughout the pro- 
vince are now open and active and, 
throughout the day, hundreds of men 
and women go in to light candles or burn 
incense without the furtive look many 
religious people acquire in other parts of 
China. One temple in Fuzhou has more 
than 150 priests, most of whom also do 
some work in the nearby paddy fields, 
and it is noticeable that a large propor- 
tion are young men. The temples, which 
frequently run vegetarian restaurants as 
profitable sidelines, are all well kept and 
much of the damage caused during the 
Cultural Revolution has been repaired. 
Protestant and Roman Catholic church- 
es are also open. 

— CLARE HOLLINGWORTH 
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AUSTRALIA 

Polaroid Australia Pty. Ltd. 
Eden Park Estate, 

31 Waterloo Road, 

North Ryde, N.S.W. 2113, 
Australia. 

Tel: 8872333 


HONG KONG 

Polaroid Far East Ltd. 

32nd Floor, Windsor House, 
311 Gloucester Road, 
Causeway Bay, Hong Kong 
Tel: 57951725 


INDIA 
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Nippon Polaroid K.K. 
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| | Auditing fa 





| the statement in Double trouble by 
Susumu Awanohara [REVIEW, Apr. 30] 
on Indonesian taxation that "à senior part- 
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having written to the finance minister 
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| dards. Our opinions on the financial state- 
| ments being audited by us are in no way 
dictated. 
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front as the alternative to Vietnamese oc- 


ties engage in. ‘political and military postur- 


| ing in effectiveness to a point where their 
relevance as an opposition must be seri- 


forces will never overthrow the Vietnam- 

ese nor even exert enough pressure to 
| bring. Hanoi to the conference table — 

Peking's hard line notwithstanding. 


| | tain” Vietnam may or may not have been 
nm. | | justified But these same policies are now 
E dead and should be decently buried. | 

|. The simple facts that are being studi- 

i ously ignored are these: 
-] » Hanoi will not negotiate, let alone 
| make agreement, with any front involv- 
ing the Khmer at ne 


















| while any group in close alliance with Pe- 
king remains. ` 





-4 Rouge return and will not turn against the 
» | | invader until the prospect of the Khmer 
. | | Rouge staging a comeback is eliminated. 


and must play a major role in Cambodian 
| reconstruction, but he has no great em- 
pathy with the mass of the Khmer peasan- 
try and many of his followers have very 
much less. : 

e h adership only 
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» While our audits are performed at | 
| the requests of our clients, the audit pro- 
| cedures undertaken are in accordance | 
| with generally accepted auditing stan- | 4 
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Asean leaders continue to promote and 
prop up the ailing policy of a tripartite | 


| cupation of Cambodia. Although the par- 


ing, the simple truth is that the Khmer | 
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Hanoi appreciates. the potenti 
Sihanouk — Asean would do ell 
ognise that. True, the “big” ans 
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press 
On the appearance of the paper on the 
"many Latin scholars began 
c catching their heads over the translation | 

the words, P^ ; rüng: with the | NY part, 
> hat i fhe vessel | was some form ofa a 























hep papers were still avai able, ndi in the : 
ollowing week's edition he offered to buy 


 Engis agusi) 

Philippines today. | Igp 
Being of a somewhat sceptical disposi- | : 
tion, I suggested to him that the reference 


toa "Latin joke” could be that the i inscrip- 


tion had no meaning at all; that the inten- 
' tion was to inflict on the reader a Runs 


mental exercise. 


Notwithstanding this jabl my cokel 
league has written to the Curator of the - 
Etruscan Museum in Rome in the hope 


that he may be able to throw light on the 


matter. In the event of a positive. honte | M E 
I will convey the result. to you in order that 


other interested readers ge benefit from 
these efforts. - 
Quezon City. Metro-Manil n 


» | Hollow claims | 
The hollowness of the Soviet Union's | K 
| claim of a superior economic system are- 
y| slowly being revealed. Industrial growth 
in the Soviet Union has been'on the de- | 
cline, according to official figurés. During ` 


ifact. | the first four months’ of this year, indus- 
in. his | trial production registered a growth of just 
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the notion of liberation too literally for 


| American tastes, redistributing exprop- - 
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| starting social welfare programmes? —— 






uring this period was 


A common m sight 
yese SO sien United 





then and its legacy ost on in hs US Ja. 
EAS hegemony. in. present-day South 


GORDON MacNIVEN 


|| End over end 


In Traveller’s Tales [REVIEW, May 16, 
Mes second pus 








| know, the ‘heaga a bed" means one ead 
~ ofa bed w where t asl ied d 


I think. it Oud n 
: rds "the. foot of ee 





Er at Shae pÅ- mg," 
pir 








ae NaN ae ee —ÓNE- E tak.» A = a A> are EVE DR. 27747 E ae "uk. Tas LIS 
nid. Sa 5o vm) N y ie AS d ¥ p + oe ! ee f DL MAS i 


FAR EASTERN ECONOMIC | 






In assessing the case for and against Japan and 
its increasing unpopularity among developed 
nations, FOCUS takes a look at the attitude of the 
Japanese themselves to trade relationships 
with other nations; the keen interest shown by 
their leaders in the development of a regional 
organisation to which they can belong; the Ja- 
panese as seen by other Asians, especially 
those of the Asean countries whose Five are 
growing faster than Japan; and the cautious but 
steady movement of capital into foreign bonds, 


which is a new departure from Japanese inves- 
tors' normal stay-at-home habits. It can be argued that the indus- 
trialised world's dispute with Japan is not about trade and its imba- 
lances in favour of Tokyo, but about economic development and 
technological progress; and that as the Japanese pull ahead in the 
technological race (as they seem to be doing) they will probably 
move further from (rather than closer to) individualistic Western na- 


tions. Pages 45-88 
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Page 8 

India dresses up proposals to 
Pakistan for a new round of talks 
on detente in new wrappings and 
Islamabad accepts. 


Page 8 

The recent election in India's 
Haryana state highlights political 
defection as a way of life. 


Page 10 

Papua New Guinea starts a gener- 
al election which will last many 
days. 


Page 13 

Seoul watches critically as Presi- 
dent Chun Doo Hwan seeks to 
shake off the effects the kerb- 
market scandal has had on his 
credibility. 


Page 14 


China's Premier Zhao Ziyang 


winds up a successful diplomatic 
jaunt to Tokyo. 


Pages 21-28 

China's navy is trying to become 
a blue-water force but is ham- 
pered by its lack of modern equip- 
ment. Meanwhile, there is the 
chance of a clash with Vietnam 
over offshore oilfields, and Pe- 
king is anxious to dump its geria- 
tric generals and upgrade 
younger talent. 


Pages 38-41 

Malaysia is looking to the future 
with its “look East" policy and its 
shunning of Western mores. In an 
interview with the Review, Prime 
Minister Mahathir describes his 
new plans. 


Page 90 

The rich nations’ summit unex- 
pectedly breaks the deadlock 
which has blocked the launching 
of North-South cooperation on 
global economic issues. Also, the 
IMF expects the world recession 
to continue, but predicts some 
easing of conditions in Asia. 


Pages 92-96 4: 
Singapore decides to go ahead 
with a long-planned mass rapid 
transit system which is expected 
to have a dramatic impact on the 
island state's development. 


Pages 105-108 

The death of a Malaysian entre- 
preneur opens up an uncertain 
future for his large and complex 


business empire which stretches 


from Hongkong to Southeast 
Asia. 


Pages 110-112 ^». 

As World Bank planners agree 
with Jakarta that the answer to Ir» 
donesia's problems is more 
growth, the country's top finan- 
cial planner tells the Review how 


his decisions are made. 


Page 112 
Tokyo reacts to foreign criticism 


by relaxing the rules on yen 
loans. 


Page 120 


The last of Malaysia's wholly Brit- - 


ish estates passes into Malaysian 
control. 
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. Britain may keep 

.. HMS Invincible 

` Australia has said it will not 
-hold Britain to its contract to 


= sell the aircraft carrier Invinci- 
—- A ble if a post-Falklands review 


of the British navy's needs 
shows it is still wanted. 


Prime Minister Malcolm 


A .., Fraser made the offer to British 


Prime Minister Margaret 
Thatcher, but said that he 
hoped Britain would proceed 


-with the sale. The offer was in- 


dicative of the strong support 


Australia has given Britain 
` throughout 
crisis. 


the Falklands 


Fraser has been constantly 
briefed on the progress of the 


- affair, but, unlike New Zea- 


land, which has loaned Britain 
a frigate for patrol duty in the 
Indian Ocean so that Britain 
can release another warship for 
. the South Atlantic, he did not 
feel it necessary to offer Lon- 
e don a frigate to release a 
-. further ship for the battle. 

— ANNE SUMMERS 


— Thai ininisters survive 
a no-confidence vote 
Not unexpectedly, 24 cabinet 
- ministers in Prime Minister 
Prem Tinsulanond’s govern- 
ment survived a no-confidence 


= vote last week, but only after 
__. former - 


prime minister 


m Kriangsak Chomanan led a 


(s . walk-out of opposition MPs in 
.— protest over the administra- 


-— ftion'srefusal to extend the two- 
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| E day debate. 


With the 225-man Senate 
- firmly behind the government 


E i . there was never any question of 
i Sany; of the ministers from the 


communications, finance, ag- 
interior, commerce, 
industry, education and 
. foreign ministries suffering de- 
. feat. — JOHN McBETH 


The southem Philippines 


: . goes to the polls 


Voters went to the polls on 


June 7 to elect members of two 
semi-autonomous legislative 
bodies in the southern Philip- 
pines. It was estimated that 


— 6596 of the 2 million voters cast 


their ballots in the election, 
which President Ferdinand 
Marcos said was part of the im- 
plementation of the 1976 
Tripoli agreement, signed be- 
tween the Manila government 
and the Moro National Libera- 


tion Front which spearheads a 
Muslim rebellion seeking sec- 
ession in the south. 

Christian political leaders 
belonging to the opposition 


Concerned Citizens Aggrupa- 


tion fielded candidates, but the 
United Nationalist Democratic 
Opposition, an opposition um- 
brella group, did not. Early re- 
ports by officials in Manila said 
voters favoured candidates of 
Marcos ruling Kilusang 
Bagong Lipunan (New Society 
Movement) party. Earlier talk 
of a boycott of the polls by both 
Christian and Muslim political 
leaders did not gain any 
momentum. 

— SHEILAH OCAMPO 


Lockheed verdicts could 


trouble Tanaka 


Two major defendants in the: 


six-year-old Lockheed bribery 
trial were found guilty on June 
8 by Tokyodistrict court judges 
— a decision which could have 
important political implica- 
tions. Tomisaburo Hashimoto, 





Tanaka: more problems. 


former minister of transport, 
and Takayuki Sato, former 
parliamentary vice-minister of 
the same ministry, were con- 
victed of illegally receiving in 
1976 ¥5 million (then worth 
US$17,400) and ¥2 million 
respectively to promote sales 
of Lockeed aH raa in Japan in 
1976. 

Hashimoto was given a 30- 
month suspended jail term and 
he was placed on probation for 
three years and fined ¥3 mil- 
lion. Sato was given a two-year 
suspended sentence and fined 
*2 million. Both had denied 
the charges against them. 

The guilty verdicts mean 
more trouble for former prime 
minister Kakuei Tanaka, also 
on trial in the drawn-out case 
for allegedly receiving bribes. 

. — MIKE THARP 
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French minister 
boosts Asia links 


French Foreign Trade Minister 
Michel Jobert’s recent visit to 
Southeast Asia — an area he 
described as “much neglected 
by France in the past” — re- 
sulted in a number of agree- 
ments covering economic and 
industrial cooperation. France 
is expected to open credit lines 
to Malaysia covering small and 
medium (and later big) pro- 
jects. Jobert offered Thailand a 
Ffr300 million (US$48.9 mil- 
lion) line of mixed credits and 
signed an agreement covering 
economic and technical coope- 
ration between France and Sin- 
gapore. 

In Burma, Jobert is under- 
stood to have suggested possi- 
ble French aid in setting up 
water-supply facilities as well 
as improving harbours and 
modernising agriculture, anda 
possible new line of credit was 
also discussed. In Hongkong, 
he encountered strong criti- 
cism over restricted exports to 
France of Hongkong-made 
watches and textiles. The 
French minister also visited 
Macau to discuss export pros- 
pects. — A CORRESPONDENT 


Manila adopts UN 
cargo-sharing scheme 
The Philippines has become 
the first country in the world to 
adopt the cargo-sharing 
scheme based on the United 
Nations Conference on Trade 
and Development code of con- 
duct for liner conferences. Ini- 
tially, the scheme will cover 
only the Philippines-United 
States liner trade, with 40% of 
import-export cargoes as- 
signed to Philippine ships, 40% 
to US ships and 20% to third- 
country ships which currently 
control about 65% of cargo 
volume and 69% of freight re- 
venue on the same route. 

| — LEO GONZAGA 


Seoul cautious over 

large loans 

After approving US$109 mil- 
lion in foreign loans for 
the state-run Korea Heavy In- 
dustry and Construction Co., 
to help meet its operating ex- 
penses, South Korean Finance 
Ministry officials said they are 
reluctant to jeopardise the cur- 
rent anti-inflation policy by ap- 
proving two more such loans 
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sought by the Seoul Metropoli- 
tan Government and state-run 
Korea Electric Co: (KEC). 
The Seoul city loan, aimed at 
building up the domestic capi- 
tal portion of its subway con- 
struction costs, amounts to 
US$200 million, while an iden- 
tical amount for KEC is sought 
for nuclear power-plant pro- 
jects. — SHIM JAE HOON 


Malaysia to slash 
development budget 

The Malaysian Government 
plans to slash its development 
budget this year by as much as 
14% in view of the slowdown in 
the country’s economy. Fi- 


nance Minister Tunku 
Razaleigh Hamzah said be- 
tween M$1.5-2 billion 


(US$650-865 million) would be 
trimmed from development al- 
locations and a further unde- 
cided amount from operating 
expenditure. 

Final decisions on where the 
axe would fall would be an- 
nounced after talks with senior 
civil servants and the heads of 
statutory bodies on June 28, 
but the biggest cuts are ex- 
pected to be made in the alloca- 
tions for commerce and indus- 
try (set at M$1.2 billion), trans- 
port and communications 
(M$2.3 billion) and defence 
and security (M$3.6 billion), 
with agriculture, rural develop- 
ment, social services left large- 
ly intact. — JEFFREY SEGAL 


Singapore fixes 

small wage rises 

The Singapore Government 
has recommended a wage in- - 
crease of S$18.50 (US$8. 80) 
plus 2.5-6.5% of monthly sal- 
ary for the year from July 1. 
The recommendation, drafted 
by the National Wages Council 
(NWC) — a tripartite body 
comprising. government, em- 
ployer and labour representa- 
tives — signalled the end of the 
three-year “corrective wages” 
policy of double-digit in- 
creases. 

The government also raised 
compulsory employer and em- 
ployee contributions to the na- 
tional savings scheme, thë Cen- 
tral Provident Fund. The em- 
ployer’s: payment is increased 
from 20.5% to 22% and the 
employee’s from 22% to 23% 
of the monthly wage — both 
subject to a ceiling, which may 
be revised this year, based on 
an income of $$3,000 a month. 

- — FRIEDA KOH 
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SHORT ON RESOURCES 


Fears that Hongkong's new 
diplomat governor, Sir Edwar 
Youde, inay be weak-kneed in 
dealing with China have arisen over 
reports that Hongkong will bail 
Peking-owned China Resources out 
of difficulties. It is believed that the 
. government has agreed to pay 
HK$1.6 billion (US$275 million) for 
a 1,200 acre site at Tin Shui Wai in 
the New Territories speculatively 
acquired by China Resources and 
local partners in private deals in 
September 1980 for HK$600 | 
million. The China Resources 
consortium had been hoping to 
develop a new town for 500,000 but 
the Hongkong Government is now 
unwilling to spend billions on — 
infrastructure for this area. — 
However, it has no obligation to buy 
the land or otherwise compensate 
China Resources. A major row is 
expected if Youde, in his first major 
decision, fails to stand up to Peking 
pressure. 


.AWOMAN TO AVOID 


Foreign bankers in South Korea are 
extremely relieved that none of 
them was involved in the massive 
kerb-market loan scandal. At least 
one said he had been approached by 
a representative of Chang Yong Ja, 
the scandal s central figure, about a 


gei THE WEEK 


AFGHANISTAN - 

Soviet and Afghan forces seized iid of the 
strategic Panjsher Valley from rebels, West- 
ern diplomatic reports said (June 8). 


CHINA OR 

An American teacher, Lisa Wichser. was 
deported for allegedly stealing secret docu- 
ments and spying. (June 4). The wife of the 
Philippines’ president, Mrs Imelda Marcos, 
arrived to discuss Sino-Philippines economic 
cooperation (June 7). A 46-member military 
delegation ehh in zem for an official visit 
(June 8). 


INDIA 

Authorities ribaa a dusk-to-dawn cur- 
few'on Phulwarisharif near the city of Patna 
after clashes between Hindus and Muslims, 
the Press Trust of. India. said (June 3). A 
Kuwaiti diplomat, ! fustafa al-Marzook. was 
shot dead by gunmen (June 4). The Arab Re- 
volutionary Brigadés Movement, an obscure 
guerilla group, ONE Messi for the 
shooting (June -— | 


JAPAN a ! 

The government. ratified: ‘three interna- 
tional conventions, related to disarmament 
(June 4). . 
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pee business deal. Chang’s 
usband, Lee Chol Hi, is also known 
to have contacted a French bank in 
Paris early this year with ideas for a 
joint banking venture involving 


Arab investment. Investigators are ` 


now focusing on Chang’s alleged 
lan to invest in an energy project 
in Alabama. 


ZHAO GIV ES FACE 


Chinese Premier 
WA Zhao Ziyang 

yaa | Showed deft 
5 diplomatic skill 
-during his recent 
visit to Tokyo by 
meeting two 
former Japanese | 
prime ministers 
involved with 
strengthening 
bilateral ties. He 





Kakuei Tanaka, now on trial in the 
Lockheed bribery scandal, but also 
met Takeo Fukuda in a Tokyo 
restaurant. Had the premier met 
only Tanaka, who established 
diplomatic relations with China in 
1972, it could have been politically 
embarrassing for the ruling Liberal 
Democratic Party. Although 
Tanaka controls the largest faction 
in the party, he sits in parliament as 
an independent. 


PAKISTAN 

An envoy of Indian Prime Minister Indira 
Gandhi, Kunwar Natwar Singh, left Islamab- 
ad after talks that resulted in the two coun- 
tries agreeing to resume negotiations about a 
non-aggression pact (June 2). 


PHILIPPINES 

Six Muslim rebel leaders and 101. of their 
followers gave themselves up to the au- 
thorities, the Philippine News Agency said 
(June 3). Voting began in the predominant- 
ly Muslim south to elect two autonomous re- 
gional assemblies (June 7). Thirty-one judges 
and 424 other court officials are facing ad- 
ministrative charges as part of a revamp of the 
judiciary, Supreme Court sources said (June 
&). 


SOUTH KOREA 

The prosecutor-general's office indicted 28 
people in connection with the kerb-market 
scandal. The foreign minister, Lho Shin 
Yong, was named head of the Agency for Na- 
tional Security Planning, formerly the Korean 
Central Intelligence Agency. Lee Bum Suk 
took over the Foreign Ministry. Opposition 
politician Kim Young Sam was placed under 
house arrest, it.was reported (June 2). Gen. 
Robert Sennewald took up the post of com- 
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visited the home of 


SCRAPING THE BARREL 


Indian military leaders are 
somewhat puzzled by Moscow's 
refusal to supply ammunition for 
some of the country's Soviet- made. 
guns. Moscow refused to 
supplement the output of Indian 
ordnance factories on the grounds 
that since the necessary technology 
had been passed on to New Delhi it. _ 
should meet its own requirements. 
India is now trying to shop around 
elsewhere for Soviet ammunition, 
but is finding it difficult. Not many 
countries use the same Soviet guns 
and those who do are unwilling to 
deplete their own stockpiles. 


LHASA'S SPENDTHRIFTS 


Tibetans have been on a spending. 
spree — apparently motivated by 

the relaxation of Chinese | 
Government controls over their way | | 
of life and production of traditional | 
staples and handicrafts. The Lhasa - 
authorities have launched a drive to 
withdraw surplus currency from 
circulation, and slash the availability 
of various commodities. Savings 
deposits are to be encouraged, and 
controls tightened over credit and 
fiscal work. The cause of the splurge 

is thought to be the relaxation of ~ 
curbs on traditional economic - 
activities such as growing barley ande 
sete livestock. 
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mander of the United Nations Commands mc 
Korea (June 4). Ham Pyong Choon was ap- ` 
pointed the presidential secretary-general 
(June 6). President Mobutu Sese Seko of 
Zaire arrived on an official visit (June 7): 
Police broke up an anti-government demon- 
stration in Yonsei University and arrested 
several students, a newsagency report said 
(June 8), 


THAILAND 
A joint United States-Thai navy and 
marine exercise began in the Gulf of Thailand | 
(June 2). A bitter exchange between a | —-— 
leader ‘of the National. Democracy Party. |. 
Prathuahg Wicharnpreecha, and president of 
parliament Harin Hongsakul triggered amass 
walk-out of opposition members in parlia- 
ment, it was reported (June 3). Police have is- 
sued warrants for the arrest of more than 800 
Vietnamese refugees who left. Nakhon 
Phanom province where they were seeking 
refuge to find jobs elsewhere. government 
sources said (June 4). 


VIETNAM 
The government condemned a joint United 
States-Thai military exercise in the Gulf of 
Thailand. as a provocation to Indochinese | 
countries (June 4). « 
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2 A letter from Mrs Gandhi opens the way for bilateral talks 


=e 





BS 
E - By Salamat Ali 


New Delhi: Prospects for detente on the 
S Subcontinent seem as remote as ever de- 
s - spite the ready consent by Pakistani Presi- 
pi dent Zia-ul Haq to a proposal from Indian 
Prime Minister Indira Gandhi that the two 
2s suspicious neighbours resume their stalled 
— dialogue on bilateral relations. 
pe. -Mrs Gandhi's personal letter to Zia in 
"m date May surprised many observers. Her 
». * move appeared to be linked with talks 
3 = - which she and Pakistani officials have had 
_ Separately with Arab leaders and also her 
— own forthcoming trip to the United States, 
x t a country with which New Delhi secks to 
— improve relations. 
i : The contents of Mrs Gandhi's letter 
- have not been disclosed. But, according to 
| as ‘information pieced.together from diverse 
. ,Sources, it was not a model of diplomatic 
B subtlety. Explaining the reasons for the 
_ delay in replying to Zia’s letter of Feb- 
e Y - Fuary, Mrs Gandhi drew attention to the 
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By Mohan Ram . 


. New Delhi: They call it aya Rain gaya 
E: (A Ram comes and a Ram goes). 
e game of the Rams, a common Indian 

. name, 
Y. another, which Indian politicians. play 
tf ` with. impunity. In what is touted as the 
world’s largest democracy, defection is a 
td Bec chemists for political horse-trading. 
acu Legislators switch party loyalties without 
/ a reference to those who elected them, not 
— because of conscience or high principle 


— but for the lure of power and money. 


3 3 cion or blackmail. 

E . The malaise of political defections, de- 

A Fl -nounced by every party but overtly or 
ae: - covertly encouraged by all except perhaps 

. the communists, is being debated seri- 
E x 

.  ously once again in India in the wake of 

e . the May 19 elections for four state legisla- 

3 .^tur es, (REVIEW, May 28). In Haryana 

E state, Prime Minister Indira Gandhi's 

.. Congress party won only 36 of the 90 

.. seats. Yet it has retained power there, 

s epee the opposition at bay. 

* Both an opposition alliance and the out- 
going Congress chief. minister, Bhajan 
Lal, had staked their claim to form the 

+ government. But political pressure: from 





is defecting from one party to 


— Sometimes they succumb to plain coer-. 


lot of a democratic leader; the reference to 
parliamentary sessions and the recently 
concluded state elections in India could 
not have been lost on Pakistan's military 
leaders. 

In referring to the last-minute cancella- 
tion by India of the foreign secretaries’ 
meeting scheduled to take place in Is- 
lamabad in February, the letter was al- 
most accusatory in tone. Mentioning the 
decision to. call off the talks (REVIEW, 
Mar. 5), the letter argued that some of 
Zia's own statements were not aimed at 


promoting goodwill. In that context the 


letter referred indirectly to a recent con- 


troversy over Zia’s statement that Pakis- 


tan's northern areas had always been part 
of Pakistan and not of the disputed state of 
Kashmir. 

Nevertheless, the letter proposed re- 
sumption of the dialogue on an Indo- 
Pakistani joint commission proposed by 


* - Musical defections 


e ay Political defections to gain power have become 
» BE a common phenomenon i in India’ s multi-party set up 


New Delhi prevailed upon the governor to 
swear in Lal as chief minister, giving him a 
month to produce a majority in the assem- 
bly. 

In India, the state governor as the con- 
stitutional representative of the president 
exercises a large measure of discretion in 
choosing the chief minister. But in prac- 
tice, as the governor is appointed by the 
central government in New Delhi, the 
prime minister can wield considerable in- 
fluence over him. 

Once Lal was back as chief minister, the 
problem was merely one of inducing some 
10 opposition legislators to defect to the 
ruling party. He now claims the support of 
50 in a house of 90, having rewarded most 
defectors with ministerial positions. At 
least one legislator defected because he 
had been threatened with prosecution on 
a charge of smuggling. The opposition call 
such manoeuvring political piracy and 
electoral fraud. 

Lal is a past-master in the game. In 
January 1980, when Mrs Gandhi réturned 
as prime minister after nearly three years 
in the political wilderness, Lal headed the 
Janata Party ministry in his state. He 
crossed over with 40 legislators to Mrs 


Peace | in a new package 


Mrs Gandhi at a meeting with former 
Pakistani foreign minister Agha Shahi 
(REVIEW, Feb. 5), on a bilateral treaty of 
friendship and amity she proposed in a 
meeting with the press delegation which 
accompanied Shahi, and on Pakistan's 
proposal for a no-war pact. The three 
items were listed in that order and the no- 
war pact was placed within quotation 
marks. While from Pakistan's point of 
view the scope and nature of the proposed 
joint commission has yet to be decided, 
the letter referred to it as an accomplished 
fact. 


Ar from its importance to the search 
for amity, Mrs Gandhi's initiative ap- 
pears to have stemmed from four foreign 
visits — Mrs Gandhi’s own visit to Saudi 
Arabia in April; the trip by Palestine Libera- 
tion Organisation (PLO) chairman Yasser 
Arafat to India and then to Pakistan in 








Mrs Gandhi: long-range influence. "kms 


Gandhi’s Congress party, forming a new 
government in which defectors figured 
prominently. 

The Congress pulled off a similar politi- 
cal coup in the state of Himachal Pradesh, 
also in early 1980. It hàd only six members 
in a house of 68, but political opponents 
were induced to cross the floor to enable 
the Congress to replace the Janata Party's 
state administration. 

Haryana is known,as the home of defec- 
tions. In 1967-69, governments there fell 
often because legislators repeatedly de- 
fected. One legislator changed parties 
four times in one day; another six times in 
three days. Defections have also been 
widely prevalent in other Hindi-speaking 
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May; the visit of Pakistan’s new foreign 
minister, Yaqub Khan, to the Gulf, also in 
May, and Mrs Gandhi's forthcoming trip 
to the US in July. | 

The visit of Bangladesh's military 
leader Lieut-Gen. H. M. Ershad to Saudi 
Arabia in May could also have contri- 
buted because, in his talks with King 
Khaled, he implicitly lent support to Zia. 
Ershad told Khaled that Bangladesh had 
more to fear from India than any other 
country in the region. The Pakistanis had 
earlier told the Saudis that India did not 
wish to leave them in peace. 

The joint communique issued at the end 
of Mrs Gandhi’s Saudi visit declared that 
the security of the Gulf was linked with 
that of the Subcontinent and that, in this 
context, India sought to normalise rela- 
tions with Pakistan. But Khan argued 
- during his subsequent visit to the Gulf that 
the assertions of friendship which India 
had made in the communique were not 
based on fact, that friendship with India 
was a mere illusion and that India had 
never officially proposed a friendship 
treaty. 

At the conclusion of Arafat's visit, a 
joint communique stated that Mrs Gandhi 
had informed the PLO leader of India's ef- 
forts towards “building up . peaceful, 


4 


northern states where political loyalties 
are easily negotiable in return for plum 
ministerial posts. 

Banning such defections by unseating 
legislators who change parties and com- 
pelling them to seek a fresh mandate has 
been accepted in principle by all parties. 
But it has not been possible to enact laws 
to that effect. Given India’s political frag- 
mentation, parties merge, break up and 
make up from time to time. When a party 
splits, both factions claim legitimacy and it 
becomes difficult to determine which is 
the defecting faction. Similarly a merger 
of two parties would cast legislators of 
both in the role of defectors from their 
original parties under whose banner they 
were elected. 

Moreover, what if a legislator does not 
change his party formally but votes with 
the other side on crucial issues? The party 
can expel him but the law does not oblige 
him to vacate his seat in the legislature and 
seek re-election. The right to vote accord- 
ing to one's conscience, so vital to par- 
liamentary democracy, can be taken ad- 
vantage of by legislators lacking scruples. 

Mrs Gandhi's government had drafted a 
bill in 1973 banning defections but did not 
push it through because even the opposi- 
tion had reservations. In 1978, the Janata 
Party government also prepared a bill 
which was shot down by its own followers. 
The fact is neither the Congress nor the 


non-communist opposition is serious 


about a law against defections. Both sides 
have benefited from defections from time 
to ume. 
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friendly and cooperative relations with | 


Pakistan." She also “reiterated her gov- 
ernment's resolve to keep the door open 
for continuation of the dialogue on the 
proposal for a no-war pact and a treaty of 
peace, friendship and cooperation." The 
communique issued after Arafat's visit to 
Islamabad failed to take note of this link- 
age of the no-war pact and the treaty of 
friendship; it merely mentioned *Pakis- 
tan's offer of a non- -aggression pact to 
India." e 


ndia, as the aevi halted the bila- 
teral discussions and then reiterated to 
foreign leaders its desire to normalise 
links with Pakistan, had to take the initia- 
tive. It has now done so and put Pakistan 
in a tight corner. Mrs Gandhi's move has 


Shahi and Hao: togetherness delayed. ""« 


squashed Pakistan's objection that India 


never proposed a friendship and coopera- 
tion treaty officially. 

Mrs Gandhi's special envoy, Kunwar 
Natwar Singh — who less than two months 


ago was India's ambassador in Pakistan — - 


delivered Mrs Gandhi's letter to Zia and 
talked to officials of the Pakistani Foreign 
Ministry. He described his discussions as 
useful and frank a diplomatic 
euphemism for straight and even ac- 
rimonious talk. He was given a draft of the 
no-war pact prepared by Pakistan and he 
in turn promised to send an outline of the 
scope of the proposed joint commission 
soon. . 

No date has been fixed for the resump- 
tion of the talks, but it is believed that the 
first round could take place in Islamabad 
at foreign-secretáry level around August. 
The new Indian Foreign Secretary M. K. 
Rasgotra, however, is to visit Islamabad in 
August for a further round of discussions 
on a regional cooperation organisation 
proposed for the Subcontinent (REVIEW, 
Noy. 13, ik HB could Rate; ermal: 
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- scheduled to take office shortly. 


respectively. 


dialogue immediately, Mrs Gandhi could- 


enced by what she may achieve in the US. - 


focus Washington's attention on India's: 


"Washington trip will achieve as far as eis 


sjatthot hope for: any real oce. s 


lamabad: Restoration of confidence is the BS 


dialogue between Islamabad. and New] 
Delhi aimed at a no-war pact or friendship ^. 
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exploratory talks at that time with his —— 
Pakistani opposite number, Niaz Naik, — 
pre- pt 
sent Pakistani Foreign Secretary, Riaz Bt 
Piracha, and India's High Commissioner ~ 
to Australia, K. D. Sharma, are due o 
have taken over by then as their countries - 


new ambassadors to India and Pakistan. - 























Although these transfers and posting m 
seem a major reason for not resuming the |.— 
also prefer to wait until she-has visited © i 
Washington. The course of the proposed . i 
talks in Islamabad could be greatly influ- A i 


It looks fairly certain that she will try to i É 
c 
pivotal strategic position in the region. i sp 
Unlikelysto be satisfied with mere verb: 
acceptance of India's regional pre-emi- ~ 4 
nence, she could propose steps which . 
would reflect this pre-eminence in US es 
licy towards the Subcontinent. - 

It is uncertain what Mrs Gandhi's 


tions with Pakistan are concerned, given "A 
New Delhi's expressed concern about —— 
Washington's aid programme for Is- 4 
lamabad. She could ask the US to help | 

persuade Pakistan to settle for the ground i 
realities in the divided state of Kashmir. — 


Without a settlement of this basic issue she - 


Me 
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> John Fullerton . writes from. is 2 P 


key phrase used by government spokes- 
men here to describe the resumption ofa 


treaty after a three-month interruption. — 
Mrs Gandhi's letter to Zia on May 31 "rd 
nalled the start of discussions between the 
two governments aimed at thrashing oùt 
what diplomats call the modalities of a põ- -— 
litical agreement and the machinery for , E, 
implementing it — - probably a joint n: ~ 
mission. 2m 

In talks here with Singh. head of the a 
Pakistan, Afghanistan and Iranian section. ‘sa 
of the Indian External Affairs Minidiry o 
Pakistan produced a draft proposal for the — 
resumption of a dialogue. Infor med | 
sources said that Pakistan's position is - 
flexible: whether an agreement ceed 
the establishment of a joint commission or is 
vice versa is not important. And Pakistani — 
officials do not quibble over the end eS 
sult. 

"Whether its a.‘no-war pact or m 
friendship treaty doesn't really matter at 
this stage," said an authoritative source. — 
"We'll write the book first and find the WE 
title for it later." od 

Mrs Gandhi's letter was received hema E: 
with considerable relief. In Islamabad, at ——— 
least, an air of urgency characterises Zia' sis 
apparently sincere desire fora rapproche- . 
ment between the two countries, effec- - 
tively neutralising what the military estab- — 
EEARIERt clearly seesas a very real military. 
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se fa arms from the s. rallar 40 
6 igħters due to be delivered from Oc- 





ia is now believed to be studying 
tan's latest draft proposal for the re- 
mption of formal. negotiations. The. 
ply is expected in a matter of weeks. 
o-Pakistani relations are back to stage 
| where the: were in February — 
| s thë- mosphere at least in 
roving. H 
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| itban population. 
‘after: assuming power on March 
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ative eee [5 gehe -away 
legacy of the colonial past and 
ling up institutions befitting an inde- 
dent country. (REVIEW, May 7). The 
ion, as- has been articulated by 
f mi law. administrator Lieut- 

j Ershad, was to decentralise 









| tn Three men iom a as cnallangar in an election which, 
| given econc 


By. Rowan Callick tian ME 
| Port. Moresby: Voting got HS Way on 
1- | June. 5 in a general election spread ` over 
of | three weeks which, giventhe uncertainties 
n looming Over the countrys économic 
et. | scene, looked likely to result in à LAE | 
| of coe minister, 


| sen by the 109-member parliament i in Au- 
gust. ; 










mote regions. They suj 





[rows m me e so-called whisys er 


trali es the judiciary the 
)ycotts the High Court |. 


. ment appointed a number of committees 


tion including banks, financial institutions | 


port city. 
bodies from the capital had been taken by 





nm could idi nice to lose 
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| requests Meany v holos t to appear i 
aloni. j candidates. names on ballot 


) his p sem a partner 
deputy ty Tammbakey Okuk and; more 
seriously, by former prime minister 
Michael Somare in a contest which in- | 
volves a mass of parties. After the elec- | 
tion, the new prime minister will be cho- - Ni S debate of T IBIN | are. 
likely to result in the end facing pen- 










Given the manner i im w which the 3 million i 









mission sends out patrols i into thé: more re- 
ervise voting, seal 
ballot boxes and despatch or take them to | 
the provincial centres for the count, Phe - 
count starts on June 26. ; i 
A large proportion of the eléctorate i is 
illiterate and will have to take the some- 
what’ demeaning. step of telling a polling | 
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quick dispensatio! 
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.J Earlier this: 
Bar Associati: 
thorities to > revise thi 





To achive these objectives the govern- 






to recommend administrative reorganisa- 





and other government- -controlled agen- |. 
cies, The committees’ reports should be 
ready by the end of this month when a 
clearer picture of the government's s stra- 
tegy will emerge. - | 
. Meanwhile, the government. has "m a dh 
a number of public-sector bodies, such as | the 
Bangladesh Shipping Corp. and two 
petroleum marketing companies among | 
others, to shift their headquarters out of 
Dacca to Chittagong, the country's main’ 


the previous government, but it failed to : 
implement them. 
ee the decentralis 
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will continue to expanc [despite lower real | 


prices. The review stated that: A 

» "Short-term prices for cocoa were 
likely to be fairly stable, but long outlook 
is poor." 

» There was trouble ahead for copra: 
“One senior executive with a li 
work in coconut products recently said *we 
are dealing with a dead industry,' and this 
statement may not be far from the truth." 

» "The oil-palm industry . . will con- 
inus to meet hard times AAS there is a 
substantial recovery in world market 
prices and revisions in the industry's 
domestic structure. Neither of these 
events is likely to occur... The future 
for Papua New Guinea oil-palm growers 
looks grim.’ 

The grey litany was also pessimistic 
about tea, rubber and timber. Only coffee 
appears to have reasonable long-term 
prospects. 


Currently, it is the continued depres- | 


sion of prices for gold and copper, pro- 
duced at Bougainville mine at present 
(and from 1984 also at Ok Tedi), which is 
causing the government the biggest 
headache, with no contribution to na- 
tional revenue likely this year or next. The 
World Bank and International Monetary 
Fund have each sent teams to Papua New 
Guinea recently, on routine reviews, and 
each has advised that this short-term de- 
pression is likely to extend through the 
medium into the longer terrh. | 

It is almost impossible for the govern- 
ment to increase its revenue much further. 
The tax base is already very narrow, a 
large proportion of both direct and indi- 
rect taxes being paid by expatriates. Thus, 
localisation, while saving money in some 
ways, reduces further government re- 


a 
the logic of which would be judged by his- | 


tory in future." 

The Ershad administration has further 
decided that the High Court benches 
would be located in Dacca with eight 
judges, in Comilla with seven judges and 
in Rangpur and Jessore with five judges 
each. The judges concerned were served 
their transfer orders with effect from June 
15. 

Although the bar association's spirited 
decision is unlikely to generate much reac- 
tion, it nevertheless points to a lack of 
communication between the government 
and urban pressure groups. 

Meanwhile, people in the rural areas, 
satisfied with. the k ind of attention they 
are receiving from the new government 
and the prospect of having a greater say in 
national development, are apparently 
happy to see prices of foodgrain stabilised. 
Despite the advent of the rainy season, 
when prices usually. rise, foodgrain prices 
have decreased in some areas. This was 
largely made possible by the release of a 
substantial quantity. of foodgrain in the 
open market through private traders. The 
government's speedy action in ensuring 


adequate HBPpHES v has boosted its credibil- 


ity. — ^ pula 
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Somare: on the comeback c 


venue. The consumer price index is now 


rising by less than 5% a year. But this is 


the other side of the coin that also indi- 
cates a collapse of commodity prices. 
And, privately, some large companies, 
sceptical of this index as an inflation indi- 
cator, keep their own indices, currently 
still in double fi igures. 

The government's budgetary answer to 
the onset of these problems has been to 
concentrate on activities which generate 
revenue. However, currently only 35% of 
government enterprises are operating 
profitably, and few of these at a commer- 
cially acceptable rate of return. Papua 
New Guinea is likely to remain in favour 
with international bankers who prize poli- 
tical and social stability. Decentralisation, 
the main issue of the last election in 1977, 
may since have fragmented life a little, but 
at least no one tribal group is in a position 
to dominate. But the country has already 
borrowed up to the limits its financial ex- 
perts have laid down. 

The economy has been reasonably and, 
largely, conservatively managed. Most 
business people have been favourably sur- 
prised at Finance Minister John Kaputin's 
application, and raised a cheer at his de- 
termination to break the banking mould 
with newcomers. But now, the burden has 
been put on the politicians, who must 
make decisions not over which new pro- 
jects to initiate but where to swing the axe. 

Talks are already advanced between the 


Public Employees Association and the | 


government on compensation terms for 
public servants likely to be made redun- 
dant in addition to the 1,600 positions pre- 
viously earmarked to disappear through 
what is termed natural wastage. The elec- 
tion has helped swell the natural wastage 
possibilities with parliamentary hopefuls. 
Few, if any, of the hundreds of public ser- 
vants who resigned to contest the election 
are likely to get their jobs back. 
Government departmental. heads 
emerged from a recent financial briefing 
in a state of shock, according to one ob- 
server. Last year the government began to 
categorise positions under A for essential; 
B for non-essential and C for disposable. 
“Now Sher YOodY feels as if my are sitting 
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Melanesian Alliance, 
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either be announced before the election, 
so that action can be taken quickly to keep 
spending within the new tight limits, or, 
more likely, held to await the incoming 
government in August, like a time bomb. 
The great rush of candidates for this 
year's election — 1,126 of them — started 
out in a mood of rare expectation. Many 


= 

LP 
> 
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-The timing is clearly awkward. The p. 
scale of public-sector redundancies will - 


dreamed of awaking after the count and - 


finding themselves MPs, taking the tradi- 
tional so-called familiarisation trip. to 
Manila, receiving the new VIP car, col- 
lecting the unsecured loan from the bank 
and getting other political bounty. The 
parties have done little to disabuse their 
candidates of their vain ambitions. But the 


| parties only really come alive at election 


time. 


Democracy i is certainly a healthy plant - z 
here — but it bears only a formal relation 
to the Westminster system. The parties 


have no mass membership, hold no meet- | 


ings, and carry out no policy reviews until 
a few months before elections. The elec- 
toral attrition rate is high. In 1977, only 35 
of the 91 MPs (there are 109 altogether) 


poll will be any different. 


who sought to retain their seats suc- - 
ceeded. There is no reason to assume this 


Satisfying the voters is not easy in Papua © 


New Guinea, where an MP not only needs 
to establish himself as a big man by acquir- 


ing wealth, but should distribute it widely 
in order not to be seen as swollen headed. 
Parochial issues and clan relationships are - 


paramount — yet most of the services that 


directly affect day-to-day village life, such ^ 
as roads, schools and health, are now con- | 


trolled by provincial governments. New 


schemes such as sectoral funds have had to | 
be devised by national parliamentarians to - 


give them some money to play with at the — 


local level, and then often at the cost d l 


upsetting provincial politicians. 


Moss expect high moral standards of - 


their members and they hear surpris- - 


ingly quickly of lady companions, drinking | 


a awe c i ha ss 
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bouts or showy spending in the city. — 


Church attendance of sitting and would- - 
be MPs zooms at this time, and manages A 


are hastily patched up. 


Besides the economy, corruption is be- d 
coming an issue. It is not insignificant that _ 
Chan's People's Progress Party (PPP) has — 


subtly amended its former "strong, stable 
and progressive government" slogan to 
"strong, stable, progressive. and honest 
government." 


the latter's plan to introduce a tough new 
leadership code. 


There are a mass of parties. The present _ 


governing coalition includes the PPP, 


Papua Besena and the National Party. But 


United’ Party, - 


Very few politicians have 
left parliament poorer after five years 
of making valuable contacts, often with | 
overseas businessmen seeking a short cut 
through the country’s stifling red tape. - 
Chan and Somare originally fell out over . 


few voters follow party lines. Issues are — 


rarely discussed and there is little between | 
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Trade between Asia and the Middle 
Eastis nothing new, but it is growing 
rapidly, spurred by strong Arab capital 
markets and the emergence of Asia as 
one of the world’s fastest-growing 
regions. 

Arab Asian Bank was created to 


provide complete and professional management, capital re-structuring, 
banking for this specialised market. e amalgamations, take-overs, 
Wenurture Asia's regional traders dà SI an mergers and acquisitions, 
with export/import finance, together with equity and debt 


eurocurrency lending, market appraisals issues, and trade and project finance. 
and introductions, joint ventures, foreign Our headquarters are in the heart of 
ani Bahrain's banking district. We have an 

operating base in Hong Kong with 

strong affiliations with 


we have probably one of the best teams 
in Arab Banking involved in Asia. Our 
Asian currency trading desk is a 
recognised market maker in leading 
Asian convertible currencies. 

We also support business in Asia at 
every level: financial advice and 






exchange and money market operations, 
bid and performance bonds, advance 
payment guarantees, and much 


more. With the in-depth Axe 200}-— banking institutions 
experience of our executives Vei Moni ia in Kuala Lumpur, Kuwait, 
and senior bankers, and our Hort aee mg Exportsat | eas .. Saudi Arabia and London. 
. access to the latest \ ee DP at : We are the Arab banque 
technology and techniques, Total Shareholders [T = - dE d'affaires with roots in Asia. 


sm ANA 

MM ND 
Statement of Condition h jio Aana er awe 
Arab Asion Bonk e.c Japan, Taiwan, South Korea 


£&ttttülea. afl Sigl 


Arab Asian Bank e.c. 


Address: Diplomat Tower. PO Box 5619, Bahrain. Tel: 233129. Telex: 8583. ABMAL. Arab Asian International Limited. 1003 Admiralty Centre, Tower 11. 18 Harcourt Road. Hong Kong. Tel: 5290760 Telex: 
Group assets; US $1 2 billion. 
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s running a 
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inier rom the has a e by, the most 
. popular local rock band, April Sun: Yu na 


- mi na lambakey [You and I and lamba- | 


< key]. 
^ Somare's Pangu Part 


i Okuk. But iti is is difficult, without’ an t elfec- 
convert. that popu-. 


E d ms extraordinary session of 
| closed. on June 1 


— tic Justice | 


manding. an independe entary 


quiry into the nearly. "ni pu billion scan- |. 


i was also voted lown by. the majority 


criticised reversal of its- 


Stand that d fetu of the case 


seems a than., : 


which mo | 
the DJP was widely accused of resorting to" 


the inesitable. carina of: a five- | « 

prime minister is el 

August. as | : 
"id rst ean -the- -post ae is. DL 


-party coalition, plus his own charismatic 


appeal as the nation' s first prime minister, 


But who with? All the options are open, 


‘though the divide between Somare and | 


Chan — formerly a popular double-act — 


X “chided, dimou some E political ‘clout: E 
Related by marriage to Chun's wife, Lee | 


S000 Ja, Chang reportedly flaunted. her 


I ground in CONCCUnE 4 and dis- 1 


a “national, caüse- which “still remains un- 


> i ai No. party. is. 


nise to get her a bi 
ie POR 


thee - government : 
he case from ie 


vid usd She cashed TD 640 billion Wy sadi 


LE on critics s believe the money, OF 


at least part of it, has gone to the DJP asa , 
political ip fund. Iti ts remarked that E. 


j ei ie a (ane tetnisstion. 


fits candidates were elected, 


electoral corruption, including vote-buy- 
ing. In response to these accusations, 
Chun reshuffled a few positions in the 


| DJP, replacing Kwon Jung Dal. the sec- | 
| Tétary-gefieral, with K 


V. enied any finan- 


i y | cit ‘connection with Chang. | 


proval, these notes — - meant to Be aye by ; 

Chang as collateral — were sold to dis- | tc 

‘count houses, banks and investors in the | "har 
ket with the result that two of the | 


etter-known firms, Kong Yung. Con- 


Faction and [Ishin Steel, got into serious ie 
uble: the former is now under court re- 


hip and the latter has pee declared 


Chang, her husband Lee Chol Hi and 


retired general Lee. Kyu Kwang — an | 
uncle of Chun's wife — and 27 others are. 
‘jal soon. . Lee Kyu Kwang. 

eu: law, ds d of ac~, L. 
| alleged cover-up. 


yon Ik Hyon. The p- 


| on to his teary z 

ities said this would have been im- | 
without large. doses of funds. In | 
1981 parliamentary election, in |- 


made the theory. Lee : 


nor danur niai oo 


i from she pre ee to. wire : 
i "Serious as the case. a i 


having mounted e à co 
Yu Chi Song, president of 
Korea Party, the largest o 

Yu and others are dete ! 
the government into disclosing he 
and seek the dismissal of Yoo as 


‘nance Minister Rah Woong Bae, 


Premier and Economic Planning Mi 
Kim Joo Sung and Chong for mou 


*Unless the truth of the matter is ful 


| ipvealeo. the rbd will stant | 


E s hate consequences could e fr 


distrust and the chaos. that, will. fo 
[from this conclusion]," Yu declare 


| June. 2. Unless his. demands for 





















. ‘political situation. 

© Chun's mistake : seems to be that hë r re- 
tained these controversial ministers when 
he reshuffled half of his cabinet on May 21 
(REVIEW, May. 28) in. the middle of the 
torm caused by the Chang. scandal. —— 

~ On June 2, when he again tinkered with 
the cabinet forth third time i in five 


m ent ka paara the familiar Story 
f theme of the need for political stability j 
and reconciliation.. 

While investigation into. the scandal 
continued, demonstrations erupted in sev- t prevalent ai na 
eral universities i in haben with students rall- | s ; wy to dose 
| of f Japan i in anı ultranationalis 




































5 While appi sinting foreign minister | 
| he Shin ` ong as director of the NSP and | 
Lee Bum Suk, his chief of staff, as the new 
foreign minister. Lho's appointment was - 
unprecedented: he isthe first diplomat to 
be named to-such a post. —. 

£e's switch was reportedly. aimed at 
athing new life into moribund negotia- 
ith. japan over r Seoul $ yee for 














tion Mi à ponitur that summer 
holidays would start early. Pressure from | e keeping the origi: 
underground dissidents on minority par- framework 4 in China,” explained « one e Ja- 
tiesto make a strong stand against the gov- panee official. . | | 
ernment increased, and the police, it was Ma | 
learried, quickly placed 4 Kim iir Sam. 

pm who. ‘had led the. 




























to P. out ‘and he has denisidéd. sát. = se 
Chun step. down so that the. country can 

avoid what he called a political disaster. 

Not. only has the Chang scandal tarnished | To 
Chun's political image but the way it has |- 
been handled has led observers here to 
wonder whether his government is not 
drifting into a ma jor crisis. Bg 





P to ensure iat the i image iot 
lue House — the presidential resi- 
€ — remains that of an institution re- 








nm nt, in pe has adopted 
Zag cours through the storm and'on 
e 4 Chun offered what appeared to be 
fi irst apology: ` "As the man chiefly re- 



























projects; robs ae ed to 

.US$1.5 billion in- Q aplete. con- 
struction of the Baoshan iron and steel 
| facility and for the Daging industriat plant 
site. 

| There was some concern on the Japan- 
premier. says that Western help with modernisation | | ese side about ipability to accept 


ins welcome and that Japan is a favoured friend - | increased Japan: 5 | 
, | technical, bec a's recent his- 


tory of poor planning and lack of infra- 

| | E structure development, Zhao took pains 
i Chinese Premier Zhao Ziyang's Three subjects domirtated economic to allay those concerns, insisting that 
visit to Japan considerably | discussions. One was continued mutual | headway would be made in the reform of 
ned bilateral relations between | development of China's energy and natu- | Chinese economic management. — 





















sian neighbours and should pro- | ral resources. An original eight-year, One area avoided. by both sides was 
a firm footing for continued | US$20 billion agreement in 1978 commit- pep? T eration, At a press conter- 
mic and political cooperation. © | ted Japan to supply machinery and | « "hag aa ; um of any 
from both governments con- | technology to Peking in return for a share | i s fe bila ange mili- 







hao’s successful visit which | of Chinese production of petroleum, natu- tad ry’ fiel d. Inad | discus- 
; ggests there are no seri- | ral gas, timber and other products. De- | sion of. th € 

T spite later changes, that pact still stands as | south of. y both ¢ coun- 

the basis for economic cooperation. — | trie A | 

said. Zhao specifically asked for more Japan- qe 

3 no ‘major unsettled a ^ adie ese Government money for Japanese | tl 

a Foreign Ministry official. "We | companies engaged in exploration and | e 

itive near-term, outlook | development of the Bohai Gulf oilfields: U | 

i Japanese officials said they are studying it 

the possibility of providing more funds for | 

| development in the Bohai development | Tokyc 

and also asked the ee to a pope 
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Yellow seas. Howse: Chinese officials | 

stressed that Japanese firms must compete . 

Peace id 1 0 ae with oil majors from the United States and 
t.and long-term stabil- | Western Europe for rights i in those trac! 

"rime Minister Zenko | The Chinese premier alsonoted. that the 

| e new princi - open-door policy on foreign. participation 

t ~ described. by. the | in China's Four Modernisations — dealing 

/ery significant. achieve- with agriculture, industry, s 

Is ko a technology : and gerence Y 
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The Grindlays Bank Group is a British based organisation with over 
EPET 200 branches and offices in more than 40 countries, providing a 
aS | wide range of banking and financial services. 

Grindlays Asia Limited, the Group's merchant bank 
based in Hong Kong, co-ordinates and provides a 
wide range of services for the region with specialists 
in the capital markets, shipping, export finance, 
leasing and project advisory work. 

Elsewhere in the region Grindlays Bank 
| has branches in Japan, Korea, Singapore and 
À Taiwan, a subsidiary in Australia, and 
ER T "UR T representative offices in Indonesia and 
E bat 4 ES Malaysia, where the Group is also a major 
Sr er EA shareholder in Asian International 
Merchant Bankers Berhad. 

In addition the Grindlay Brandts 
Insurance Broking Group has an office 
in Singapore and an association with 
PT.I.B.S. Insurance Broking Services in 
Jakarta. 
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IV JV finance, bonding facilities, foreign 
ee dA RUE 
""--—— XV exchange, corporate banking, 
LENT xe 
Sb. CC WA S E. eurocurrency finance or a wide range 


ENS of other financial services, you can bank 
on Grindlays in the Pacific Basin. 


Grindlays 
4 Bank 
Group 


Grindlays Bank p.l.c. 
Head Office: 23 Fenchurch Street, London EC3P 3ED. 
Tel: 01-626 0545. Telex: 885043/6 GRNDLY G. 


Hong Kong: 

Grindlays Bank p.l.c. 

P.O. Box 9707, 14th Floor, China Building, Queen's Road Central, Hong Kong. 
Tel: 5-266577. Telex: 75132 AVREN HX. 


Grindlays Asia Limited, 
14th Floor, China Building, Queen's Road Central, Hong Kong. 
Tel: 5-266577. Telex: 75132 AVREN HX. 


Branches or offices in:- Australia - Austria - Bahamas : Bahrain - Bangladesh : Brazil - Canada : Colombia : Cyprus : England : France : Germany - Ghana 
Greece - Hong Kong - India - Indonesia - Iran - Japan - Jersey : Jordan - Kenya : Republic of Korea : Malaysia : Mexico - Monaco : Oman : Pakistan - Qatar - Scotland 
Singapore : Spain -Sri Lanka - Switzerland - Taiwan - Uganda : United Arab Emirates - United States of America - Zaire - Zambia : Zimbabwe 
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OUR LUXURY 
DISCOUNT 
SUMMER 
PROGRAMME 


THE PROGRAMME 


- Aecommodation in deluxe and 
harbour-view rooms and suites, 
at 40% off the regular rate. 

- Complimentary welcoming tea 
service, 

Complimentary use of Health 
Club facilities. [Massage 
service not included.) 

- Complimentary daily 
newspaper. 

= - Complimentary shuttle service 


to and from Star Ferry and 

Mass Transit Railway 

(Kowloon side). 
Our Summer Programme is 
available from June 1 to 
September 30, 1982. For 
personalized reservations, c all or. 
telex direct: Telephone 37212111; 
Telex 36718 SHALA HX. Or call 
your Travel Agent or Westin 
Hotels ii your chy. 


THE PRICES 
ear E Less 4 40% 


Deluxe 
Harbour View 
Siites 


Location: On the harbour 
amidst Kowloon's major shopping 
area 15 minutes from Kai Tak 
Airport. Accommodation: Colour 
TV international direct dial 
telephones fully air-conditioned 
mini-bar 24-hour room 
service. Special Services: Health 
Club E xecutive Centre with 
full businessmen s facilities. 
Convention Facilities: 12 
meeting rooms with all business 


IHE GRANDEUR © THE 


$ Grand Ballroom 
00. Dining Facilities: 
ax, for continental 
ox cel Shang Palace, 
renowned for its Chinese cuisine 
Nadaman, for Ja ase deli 

cacies .. The Coffee Garden 
and for relaxation: the Lobby 
Lounge, the Rooftop Tiara 
Lounge, and the Gemini, featuring 
live entertainment and dancing. 


GRACE ® THE INTIMACY 


Shangri-La hotel 
HC 
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If You Want to 
Learn More 
About Reaching 
Asia’s Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 
Mr C. H. Stolbach, 


Far Eastern Economic Review, 
GPO Box 160, 
Hongkong. 








One foreign bank 


has a Chinese nickname 
that goes back over 
120 years. 


The Chinese characters stand for “Mai Jia Li" (Makalee) 


We've been known by this name in China since August 1858 
when we opened our first branch in Shanghai. 


No one knows for sure how the name originated, but some 
say it's the Chinese version of Mackellar, the name of 
our first manager in China. 


The Chartered Bank was the first foreign bank 
with branches in China and has a unique 
record in having maintained a 

continuous presence there. Today, our 
Shanghai Manager is John Brooks but 

the name Makalee lives on. 
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We believe that we understand the way 
the Chinese system functions, and this expertise is a 
valuable resource for our customers in developing their 
business in China. 


Chinese management already has 
.. confidence in our financial skills and 
international reputation and we remain 
trusted bankers to Chinese institutions. 


Foreign trade finance is still a large part of 
our business. But we are very much involved 
in the finance of major projects. For example, recently the 
Standard Chartered Bank Group provided a substantial 
project finance loan for Guangdong Province. 


If you're a businessman engaged in this complex and highly 
challenging market, no bank is better equipped to 

help structure every kind of business, from 
compensation trade to equity joint-ventures. 


Contact us through our China Department in 
Hong Kong, or your nearest Chartered or 
Standard Chartered branch. 





The Chartered Bank 


A member of the Standard Chartered Bank Group. 


Your bankers for China. 


G.P.O. Box 21, 4-4A Des Voeux Road, Central, Hong Kong. 
Tel: 5-224011 Telex: 73230 CHABK HX. 





WINNERS AR NEVER LOST 






There are some parts of 
Asia, where, without local 
knowledge you could literally ed. j : E 7 ER 
drive yourself around in circles. SEE BEN - " - T orna 

At Hertz, we make sure . ~ P WR E 
you re never in this losing | "  . ds c MN 
situation. After all, once we've by piii 
gone out of our way to win you, 
we don't intend to lose you. 

Throughout Asia, you 
not only have the choice of 
selected cars, in most places 
you have the choice of a driver, 
too. Whilst he may not always wear a peaked cap and gloves, he'll always get you where you 
want to go in the most efficient way possible. His local knowledge will keep you on the 
winning road. And with a valid Hertz Credit Card or a Hertz No. 1 Club Card no one can get 
you into a luxury airconditioned 
car, (complete with driver), 
faster than we can. A Hertz 
Credit Card gives you instant 
rent-a-car credit at any of 
our world-wide locations. 

Hertz No. 1 Club facilities 
are available in Australia, 
Canada, Europe, Japan, 

New Zealand, U.S.A. There's 
no faster way to rent a car. 

So if you want to get around 
without getting lost, do what 
winners do. Take a Hertz driver. 

Apply now and go places fast. Membership for both the Hertz Credit Card and Hertz 
No. 1 Club Cardis free. For an application, contact your nearest Hertz office, or write to: 
Ken Patteson, Vice President and General Manager, Hertz Asia Pacific Pte. Ltd., Regional 
Office, Maxwell Rd. PO. Box T 
286, Singapore. 9005. ia: 


American Samoa. Australia. Fiji. Guam. Hawaii. 
Hong Kong. India. Indonesia. Japan. Malaysia. 
Nepal. New Caledonia. 
New Zealand. Norfolk Island. 
ates New Guinea. 

hilippines. Saipan. Singapore. 
Sri Lanka. Tahiti. Thailand. Hertz 


Vanuatu. 
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WINNERS LOVE HERTZ. 


Hertz rents Fords and other fine cars. 
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Anshan-class destroyer; Styx missile being launched: a long way to go in modernisation. 


e, blue yonder 


The Chinese -— has big plans for an petri C fleet, 


but is hampered 
By Richard Breeze 


hina can glean valuable data from the 

fighting: around the Falklands as it 
ponders the modernisation of its navy and 
a crucial transition to a blue-water force. 
The Chinese navy has up to now been as- 
signed a coastal defence role with the em- 
phasis on submarines and missile-equip- 
ped patrol boats. The tactics were those of 
a people's war fought at sea with an invad- 
ing force being harried and bled by the 
packs of underwater hunters, shore-based 
aircraft and the missile boats whose crews 
boast of their close-attack approach. 

But as China edges into the world's 
major power pack, its navy will require in- 
creased capability. It will be called on to 
protect China's rapidly growing merchant 
fleet, patrol around China's economically 
vital offshore oil operations and back up 
territorial claims in the South and East 
China seas. Already, as the Ban Yue Tan 
journal remarked in April, thé navy is 
playing “an increasingly important role.” 

There are a host of signs that China has 
decided to inject new life into what had 
been the sleepy backwater of the armed 
forces. Research and development is 
under way and in mid-May the navy held 


itsfirst major seminar on modernisation at 


m 


which more than 350 papers were deliver- 
ed. "They displayed fresh achievements 
by the . , . navy in undertaking military 
scientific research with a view to 
strengthening itself in a modern and regu- 
lar manner," said Xinhua newsagency. 
Rocketry expert Qian Xuesen, seen as the 
father of China's fledgling intercontinen- 
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y a lack of sophisticated tec 


nology 


tal ballistic missile (ICBM) force, made a 
report “dealing with a special topic on new 
developments in the application of mod- 
ern science and the building of a powerful 
navy,” Xinhua said. Strategic concepts, 
battle command and logistics were also 
among subjects debated. | 

Rapid change is under way, Peking's 
media claims. “With its submarines, 
guided-missile destroyers, guided-missile 
motorboats, air units and shore-defence 
guided missiles, as well as observation and 
communications equipment and marine 
corps, China’s navy has become a com- 
bined armed service,” said one report, 
adding that “the obsolete equipment of 
the 1950s has been replaced by new 
Chinese-made equipment.” But some of 
this replacement equipment is-not much 
beyond that used by the West in the Ko- 
rean War. 


ualified analysts are unanimous: “Chi- 
Qi; has a long, long way to go,” they 
say. Statements on modernisation of the 
fleet skate over glaring weaknesses. The 
navy's Soviet-developed surface-to-sur- 
face missile system, the Styx — first em- 
ployed nearly a decade ago by Egypt — is 
obsolete and modern navies have de- 
veloped countermeasures against it. The 
Chinese have no operational surface-to- 
air missile (SAM) system, though one is 
being developed. Anti-submarine warfare 
(ASW) capability is primitive and elec- 
tronic equipment is often minimal and 
badly dated. The Chinese have no over- 


the-horizon radar or airborne warning and 
control system (AWACS) aircraft and 
long-distance fleet communications are 
weak, sources said. 

Weak though the navy may be, China 
has served notice that it intends to seek a 
blue-water role. Sources told the REVIEW 
that in the past two years China has staged 
deployments lasting several weeks which 
have taken destroyer-led flotillas around 
Taiwan, through the Bashi Channel, into 
the South China Sea and then back to 
Zhanjiang, the South Sea Fleet's base 
near Hainan. 

One of these flotillas — including three 
Luda destroyers — was spotted off 
Hongkong’s Lantau island in May 1981. 
“There is no doubt that they wanted to be 
seen. By making these trips the Chinese 
seek to demonstrate that the navy can go 
out and operate,” said one analyst. 
Another noted that these cruises helped 
boost morale, served as navigational exer- 
cises and trained crews and officers to 
handle their ships in strange ports. “These 
exercises also of course helped show the 
flag and, in the case of the flotilla which 
was spotted off Lantau, the Vietnamese 
were furious.” (The Chinese foray came at 
a time of increased border tension with 
Vietnam.) 

It is now possible that the Chinese may 
venture further afield, with flotillas visit- 
ing countries with which Peking particu- 
larly wants to develop good relations — 
such as Pakistan, Sri Lanka, Bangladesh 
and Thailand. The commander of the 
Chinese navy, Ye Fei, made a six-day visit 
to Thailand in Mid-March. 

China’s navy moved on to the high seas 
in spectacular fashion in May-June 1980, 
when an 18-ship task force made a 35-day, 
8,000-nautical-mile foray into the South 
Pacific. Its mission, successfully com- 
pleted, was to police the target zone for 
China's two first full-reach ICBM missile 
tests northwest of Vanuatu and recover 
the rockets’ instrument modules. The 


Wr. 





fe) Se ee RESET TEES 
> p un 


- ^ T 
> md i fone . 
Fe 










zn rg AUT. 
TRA ^ t 
Sl t T : | 


- b> ae ` UU r a J "4 $ i [] 
ae? Pe Ary ee Wi sc €. J4 uus r CRE ARI di , Low 
HU S "Wa able to un n » iid ^ " v. Bj ni $ $ | ajoi C D- 







7 o4 ir rhe f Gee DE ava der ee ee DLs pate o> ER ee ee dr nes roa V. ee ( 
_ ployment because it had finally obtained | not yet bought anything. “We expect them 
= the vital ocean-going supply ships needed'| to buy parts of a system, not the whole 





. to sustain warships at sea. 
b There are now at least three of these 
Chinese-built vessels, one with the south-’ 


 . erm fleet and one each in the North Sea: 
— . and East Sea fleets. Sources said that they 
D were around 15,000 tons, were not sophis- 
= ficated by latest Western standards but 
e "sufficed for China's needs." The ICBM 


mission was seen as extremely significant, 
= marking as it did China's advance towards 
a Strategic capability. But one source said 
-—. that the.run into the Pacific had stretched 
|. the Chinese naval supply system to the 
E. limit. | 
- —. However, China still does not hàve the 

capability to fight far out at sea. The sup- 
^ ply ships carry fuel and water but they 


= . and ammunition which a modern fleet 


<7 


- Constantly needs. As Peking has surely - 
- . noticed, the British operations off the 
= Falklands have shown the mammoth 


$ 
A. 
4 b- 





= back-up needed to maintain a task force. 
- . Above all, the Chinese warships with their 
= antiquated ASW and air defence systems 
and without air cover would be sitting 
. ducks in the era of micro-chip mayhem 
ushered in by the sinking of the Argenti- 
po nian cruiser General Belgrano with two 
= torpedoes and the crippling of the British 
. destroyer Sheffield with a French-made 
= Exocet missle. ay 
- . ."China can learn lessons from the ac- 
. tion in the Falklands, but the fighting 
_ there has been a lesson for all," said one 
qualified observer. "The British got in 
. Some trouble because they do not have a 
true aircraft carrier with the right range of 
aircraft and electronic back-up. But the 
. A Chinese would get into much worse trou- 
- .. ble." Another analyst said: “The Chinese 
. ships are terribly vulnerable to air attack. 
They are still depending on anti-aircraft 
guns and trying to synchronise the front 
gun with the back gun." - Mid 
Although Chinese delegatións have 
= toured potential weapons suppliers and 
- looked over suchi'systems as Exocet — the 
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thing. Considerable amounts of research 


and development is going into missile sys- 
tems and, given the training that the 
Chinese navy men are getting, the 
Chinese will be more than ready for the 
advanced technology when it comes," said 
one source. S 

The supply ships stemmed from China’s 
own efforts. Engineers in the Dalian ship- 
yard developed the equipment needed to 
transfer oil and water. “But the only refer- 
ence material they had when they first 
Started to study the matter were a few 
photographs they had found in foreign 
books and magazines. No one had ever 
seen the probe at the top of the fuelling 
line,” said a report in the magazine China 
Reconstructs. It took the engineers six 
months to produce a workable probe for a 


_ Ship-to-ship refuelling system. 


A locally made SAM system is also 
being developed. Reports said that two 


frigates of a new class called Zhong Dong 
have been seen with SAM fittings. One 
has twin SAM systems but the second does 
not yet have both launchers. “There’s no 
doubt that research and development ona 
SAM system is under way, but it is not yet 
operational,” sources said. 


que are further signs that China is now 
giving serious thought to the new di- 
rections that the navy could take. Sources 
told the REVIEW that in the past six 
months new naval ships have been lying in 
Shanghai uncompleted. “They are in no 
hurry to outfit them," the sources said. 
This hesitation could indicate that the 
Chinese have foreign-exchange problems 
which hamper purchases of foreign equip- 
ment or that they have simply not decided 
what equipment to put into the ships. 
China's Finance Minister Wang Bing- 
qian announced in May that the allocation 
for military spending in the budget this 
year would be increased from Rmb 16.13 
billion (US$8.8 billion) in 1981 to around 
Rmb 17.9 billion, which was "necessary 
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Chinese army [armed forces].” However, 
| China bo conceals considerable amounts: 
of military expenditure. under other 
budget headings. Whether this means — 
as has been suggested in some Western 
press reports — that the navy ifto be given 
a bigger slice of thé military budget re- 
mains to be seen. “It has been at the bot- 
tom. of the pile so far as far as finance is 

concerned," said one diplomat. 

It has never been very popular politi- 
cally either. This is not surprising. Politi- 
cally, navy men anywhere can be an un- 
predictable lot. Long periods at sea tend 
to isolate them and the shipboard life de- 
velops a close community spirit. It has 
been noted that, for example, there is less 
emphasis on political works aboard 
Chinese vessels than there is in army units; 
running the ship is the top priority, not po- 
litical education. Navies can be a conser- - 
vative force, but they can also be the op- 
posite. In 1975 when ‘the backwash from 
the Portuguese revolution lapped Macau, - 
a senior army officer there remarked to 
this correspondent after he had been . 
harangued by two Portuguese naval offic- 
ers: "They're terribly revolutionary. They 
had nothing to do during those long days 
at sea, so they read Marx." | 

Some analysts maintain that. the 
Chinese navy suffered considerably dur- 
ing the Cultural Revolution, saying that 
about 120 important officers were purged. 
But the standing of the navy later im- 
proved. One view is that in the wake of the 
first worldwide exercise by the Soviet navy 
in 1970, chairman Mao Zedong urged that 

the navy be developed. Like navies else- 
where, the Chinese navy has remained ' 
elitist, something of a force apart. For 
example it was allowed to return to its dis- 
tinctive and somewhat theatrical white 
and blue uniform after the Cultural Revo- 
lution. 

Formerly the commanders of major sur- 
face vessels were former army men but 
they have now been almost completely re- 
placed by a new generation of specialist 
naval officers. The takeover by specialists 
has been underlined by changes in the 
fleet commands. Over the past year, all 
three fleets have had new commanders, 
the latest to be named being Zhang 
Chaozhong, commander of the increas- 
ingly important South Sea Fleet. 

But the overall navy commander, Ye, is 

an old army man. He was a division com- 
mander in World War II who — after a six- 
year disappearance during the Cultural 
-Revolution — served for five years as 
communications minister. He became the 
first "ing commissar to the navy in 
March 1979 and was first identified as 
naval commander 11 months later. 
Sources said that Ye, said to be in his 70s, 
suffers from heart trouble and that the 
navy is really run by those below him. 

The question of whose hand is on the 
helm is a subject of discussion. Some naval 
analysts ascribe a major role to the first 
deputy commander of the navy, Long 
March veteran Liu Daosheng. Now in his 
late 60s, Liu has been linked with the navy 

_ since he served as political commissar with 
UNE 11; 1882 e.FAR EASTERN ECONOMIC REVIEW `. 


* Co edhe 






FAR EASTERN ECONOMIC REVIEW. eJUNE:11, 1982 








A O^ T 





. 80, 





Sn 





EVEN THE AIR YOU BREATHE 
SAVES FUEL. 


OPERATING COST SAVINGS 
TOTAL S1.5 MILLION U.S. A YEAR. 
At McDonnell Douglas, we designed the 
Super 80 to squeeze every bit of energy 
from every drop of fuel. 

The Super 80 flies more passengers 
farther on 30% less fuel than the airplanes 
it replaces. Even the Super 80's cabin ven- 
tilation system saves fuel—by reducing the 
role of engine power in supplying clean, 
fresh cabin air. 


AN ELECTRONIC HAND ON THE 
THROTTLES. 


Using a new digital flight guidance control 


system, the Super 80 pilot achieves maximum 


fuel conservation throughout the flight. 
This system also cuts maintenance 





Because the Super 80 flight deck is built 
for a crew of two, personnel costs are less. 
The bottom line? A $1.5 million savings 


T in annual 

Ha .— operating 

"H € costs com- 
m pared to 
today's most 
widely-flown 





1 jetliner. 
More than 
70 of our New 
é Generation 
New digital flight guidance Super 80 jet- 
a DEOR An ah adres Sayan Bs liners are now 
which helps cut maintenance costs. in service on 


four continents, proving the plane’s cost 
efficiency in hour after hour of com- 


costs. It records in-flight operational data so fortable, reliable, quiet flight. 


service crews can í 
complete maintenance 
work in a fraction of the time 
otherwise required. 





Super 80 uses 30% less fuel than 
earlier standard-cabin jet- #3 
liners of comparable size. 
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navy headquarters in 1950. He made sw : 


eral trips abroad in the. 1970s and was 
named first deputy commander in July 
1978. 

But other analysts think that Deng 
Zhaoxiang, 80, the latest to be named 
among thé deputy commanders, is a major 
moving force in the-navy's new cruise to 
modernisation. Deng, a product of naval 
schools has been in the: navy since he was 
14. He served with the Kuomintang navy 
and, in 1949, went over to the communists 
with the ship he commanded, the British- 
built cruiser, Chongqing. A rear admiral 
six years later, he became a deputy naval 
commander in February after serving as 
deputy commander of the North Sea 

Fleet. 

— This fleet protects the seaward ap- 
proaches to Peking and the strategically 
important Bohai Gulf. It includes two 
Squadrons of submarines, “The Chinese 
fear that in the event of a conflict with 
Moscow, Soviet forces would attempt a 
landing in the Bohai Gulf and then thrust 
upwards from the Tianjin area into 
China’s industrial heartland,” said one 
analyst. “The submarines’ task is to patrol 
the choke points such as the entrance to 
the Bohai [Gulf] or the Yellow Sea. They 
. hunt in packs — a sort of people's warfare 
tactic," another commented. 

But the Chinese submarines — which 
also figure strongly in the eastern and 
southern fleets — would easily fall victim 
to modern ASW equipment; most of them 











Weed out the old 


are of the Romeo and Whiskey class de- 
rived from Soviet models of the 1950s. By 
modern standards these boats are noisy, 
and easily detected by electronic means. 
One analyst speculated that Chinese sub- 
marines — which have a maximum cruis- 
ing range of 7,500 miles and can stay at 


. sea for 35-45 days — could be deployed in 


the Gulf of Thailand should Peking decide 
to boost its defence cooperation with 


Bangkok. 





Faced with an army of aging generals, Chinese leaders 
try to promote young and efficient officers ; 


By David Bonavia 


Peking: The public image of the Chinese | 


People's Liberation Army (PLA) is not 
what it used to be (REVIEW, Apr. 23). In- 
creasingly, criticism of the PLA is focused 
on the excessive age of many of its com- 
manders. This is partly a follow-up to the 
recent slashing of the upper levels of the 
government bureaucracy in Peking. The 
sacking of ministers over 65 and the ap- 
pointment of younger successors may 
have only lowered the average age of top 
officials by a few years. But it has symboli- 
cally put across the message that govern- 
ment service is not a lifetime occupation, 
and that everyone should retire at a suita- 
| ble age. 

Aging in the PLA is a result of the way 
in which it was formed. Long March vete- 
rans held important political and adminis- 
trative positions in post-1949 China. They 
became accustomed to thinking of them- 
selves as indispensable. As in the civilian 
bureaucracy, refusal to retire from the 
armed forces is not simply a matter of self- 
less service to the nation. Retirement 
breaks up guanxi (mutually advanta- 
geous personal links) with other top offi- 
cers. 

There are sound political reasons for at- 


24 


tempting to lower the average age of top 


PLA commanders. One is that throughout 
their lives they have been close to centres 
of civilian policymaking and have twice — 


once in the early 1950s and once in the | 


Cultural Revolution — been responsible 


for keeping the country functioning. In. 


1971 China came within:a hair's-breadth 
of becoming a military dictatorship. Fol- 


lowing the Maoist adage that the party. 


wields the gun, the leadership of Premier 
Zhao Ziyang and Chairman Hu Yaobang 
has initiated a vigorous campaign to in- 
crease the number of voluntary retire- 
ments of aged officers. © 

Military manoeuvres have also been 
used to spur the promotion of younger of- 
ficers. In last year's largé-scale man- 
oeuvres in northern China, credit was 
given to officers in their 30s and 40s who 
were entrusted with commands much 
more senior than they would have had in, 
say, the 1979 invasion of Vietham which 
nearly failed in the first few days because 
of old-fashioned tactics. Reliable sources 


Say more such manoeuvres are planned, 


and the emphasis on. giving young com- 
manders experience of battlefield condi- 
tions will be continued: ~ 
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Defence analysts also emphasise 
China’s ability to build submarines and it 
is expected that an indigenously designed 
boat will be developed in the 1980s to re- 
place the Romeo diesel-powered sub- 
marines. But China’s submarines are un- 
sophisticated and Peking is extremely 
eager to obtain new sonar gear and hom- 
ing torpedoes. The West, however, is not 
too willing to sell such equipment at pre- 
sent. Analysts consider that it would be 


The party journal Red Flag commented 
on last year’s field exercise: “The contrast 
was extremely vivid; large numbers of 
middle-aged and young cadres in the 
prime of life were active at various levels 
of command. They were full of vim and 
vigour, full of spirit, were hard-working in 
tense and difficult situations.’ However, 
though some of the over-aged comrades 
were full of high aspirations and worked 
tenaciously, they felt themselves unequal 
to the continuous tension and burden of 
work because of their physical condition 
and energy level." 

`, Nor is it just a question of efficiency. El- 
derly officers who can still more or less do 
a young man's job are standing in the way 
of promotion of younger officers; which is 
bad for morale. In addition, it means the 
average age of top commanders will con- 
tinue to remain high, as promotion de- 
pends mainly on seniority. Traditional 
Chinese attitudes further complicate the 
situation. The Confucian veneration of 


. old people makes younger ones feel in- 


ferior and unsure of themselves, This in 


turn increases the older men's poor opin- 


ion of the abilities of the young.’ 


N^ thinking in the PLA high 


command and in the party leadership 
is apparently in favour of promoting 
talented: officers to divisional comman- 
ders in their 40s, regimental'commanders 


in their 30s, and battalion commanders in 


their 20s. These ages are considerably 
lower than those commonly found even in 


Western armies, and it is highly unlikely 
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difficult to graft new equipment be to ———— ve 3 mnie NEC 
existing submarines and that new designs | | 
would be needed to incorporate any ad- 


TIE IN THE PACIFIC AND ASIA 
In turn, Chinese surface ships are ex- 


tremely deficient in ASW capability. They 


would be easy prey for any modern Soviet | | | 
submarine. ASW technology is advancing 


extremely rapidly in the West and the 


Chinese are falling very far behind. _ BUSINESS TRAVELLERS 


ssessments of China’s nuclear sub- 


marine programme vary. Convention- | T 
al wisdom is that China has two nuclear- ^ STAY WITH IS | 
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powered vessels and there have been re- E 
ports of the launching of a third. "These | | : ; ) : ‘a 
Eibrrpes geouf one at a time. The Business travellers demand two things: Genuine help with — : 
machinery” a a: said ihour giving their business activities and genuine re axing luxury in the E 31 
details of the problems. The Chinese sub- moments they have to wind down. NH 
qoi van dei le Chinese Loc NG At Inter-Continental, that's what you get. Services like — A 
-the navy is to get an aircraft carrier, Sev- 24-hour telex, truly efficient telephone and message facilities, i 
eral qualified sources told the REVIEW | | secretaria] and translation services. Small conference rooms E 


that there was no sign at present of a 


Chinese flat-top. Speculation about a and offices for your personal use. 
Chinese carrier was spurred by a report in | And, after hours, standards of decor, food, service and sports 


the Chinese service of Xinhua that "the "E ; 
navy [has] trained China's first generation facilities that are your just reward. 
of shipborne pilots.” Analysts said that 
the reference was to helicopter pilots such 
as those which flew with the ICBM test 
task force in 1980, 

Until it gets an aircraft carrier China 
will not be a blue-sea force to be reckoned 
with. But, as the Falklands fighting has 
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that this plan will be widely implemented. 
An aspect of PLA life which needs re- 
medying is that younger officers who 
make mistakes or- disobey orders are 
punished whereas older men can get away 
by dint of their length of service and old 
battlefield loyalties. The same thing oc- 
curs in the communist party. Like the 
party, the. PLA has adopted a policy of 
weeding out leftists who entered the ranks 
during Lin Biao's period of domination, 
and who have not reconciled themselves 
to the rightist policies of Vice-Chairman 
Deng Xiaoping and his followers, im- 
posed since 1979, 
. However, quite a few young people 
who joined the army during the Cultural 
Revolution were not radicals, but children 
of high cadres who wanted to avoid in- 
volvement. with the Red Guard move- 


ment, or exile to remote country districts. AUCKLAND, intereContinental Auckland PORT VILA, Port Vila InterContinental Island Inn 
Their personal ideology will be more con- BALI, Bali Beach Inter«Continental PUNTA BALUARTE, Punta Baluarte Inter«Continental 
: ` : T BANGKOK, Siam Inter*Continental SAIPAN, Saipan Beach InterContinental Inn 
genial now to senior officers and politi- BOMBAY, Taj Mahal Inter«Continental SAN FRANCISCO, Mark Hopkins IntereContinenta! 
cal commissars, and doubtless they are COLOMBO, Ceylon IntereContinental SINGAPORE, Pavilion Inter*Continental Singapore 
among those bein g groomed for high com- DACCA, InterContinental Dacca TOKYO, Keio Plaza IntereContinental 
d . DAVAO, Davao Insular Inter«Continental Inn FORUM HOTELS 
manda. | HONG KONG, F urama Inter«Continental estes vg 
“Face” pl ; le ith JAKARTA, Borobudur InteraContinental A Division of InterContinental Hotels 
Face . plays an important role in the MAMICA 1 con nl "ma dea a SINGAPORE, Singapura Forum Hotel 
resignation plans of elderly PLA officers. jr Mac d cieli datis 
MAUI, InterContinental Maui 


Retirement is seen by some of them as a NEW DELHI, Oberoi Inter«Continental 
blow to their pride and privilege, a confes- 
sion of failure in their career. A possible 


sate deesse oe | — GINTER* CONTINENTAL HOTELS — | - à 


younger.men with tales of the revolu- 





tionary and.anti-Japahese war. Men who . More than 80 great hotels around the world. | ~ 
took important roles in the fighting from DA . $ 3 i " 
the 1920s101h& Korean Warare being en- For reservations, call your nearest travel agent or Inter Continental Hotels. . 
couraged to write their memoirs. ———— - = MCR/IC 3643 T 5 
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essons writ large | representing the individual's voyage 
m- Peking. The | through life. People are deeply moved by 
"n YOY onomic problems, de- | the sight of a large ship foundering. And 
fence cuts and failures of political willmay | though losses and setbacks in ground cam- | 
encourage emergent nations to tackle | paigns — for“ example the one which 
them. But miscalculation can prove | China conducted somewhat ingloriously 
costly, in Vietnam in 1979 — — can perhaps be con- 
The Falklands conflict has shown that | cealed, the loss ofa major surface ship’ 
while the fairly well-equipped but ill-pre- | cannot. This fear th: t might be taught a 
pared forces of Argentina could seize the public and humi esson at sea could 
Falklands with a Surprise attack, they | help dissuade China from 1 using force to 
could not hold them against the moder- | impose its oo wd ‘out in the blue 
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Mese. air operations at sea will be^. 
Whandled principally by the shore-bas- 

d naval air force with a strength of 38, 000 . 
men and 800 aircraft. The main bombers 
t 100 B5s (derived from the | 
yushin H 28 and 50 H 28s. There | 
re about 600 fighters. —. 

; Chinese reports also sporadically men- 
ion the marine corps. Analysts, however, 
Say this is not made up of specialist troops 
: trained to assault a contested beachhead. 
Their present task is guarding onshore 
aval installations. i Reviewing. People’ $ 
jberati .. üctiviti n 













































iib nee As Peking bolsters its South Sea Fleet, NOMEN of 
pn . jednfllot with Vietnam over Penne oll fields loom . 









ment, tit iti it did, the aie wisi bean. 
overlapping | conflict zone reaching at least 
35 miles and possibly 55 miles beyond the 
1887 line — depending on the pareouar 
basepoint chosen by: China, OU 
|. "The maximum possible Chines 
line would mean a vast disputed zone 
ering most of the area between the 18th. 
and 20th [North] latitude lines and the 
107th and 108th [East] longitude lines," 
Harrison said. This is the sword ofDamo- 
cles hanging over the American n [oil] com- 
panies now cooperating with China in Ue. 
Tonkin area." According to Vietna 
China has drawn the boundary f 
“cession zones three miles beyond 
: ft 1e concessi 


| Hongkong: China wi 
ing naval strengt 
tion in the Tonkin ai 
.reinforce territorial 
s | 1,000 kms into the South CI 
in- | South Sea Fleet, headquart 

is | jiang and with bases at Shantou, €. 
- | Haikou, Yulin and Beihai includes de- 
|| stroyers, frigates’ and submarines. The 
fleet is somewhat short of destroyers, ace 
cording to one source. 

Sources told the REVIEW that the south- 
ern fleet is being reinforced and that some. 
of China’s new landing craft had been 
| sent there, “These landing craft are being 
built not for any attempt 


npt to recover Tai- 
wan but to defend Chinese rere | 


claims in the South China 
| 
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said. Meanwhile, the overall defences of | 
Hainan, across the Tonkin Gulf from Viet- | p 
nam, are being strengthened with the in- |- in ye 
stallation of missile and air bases. Pe- | 1979 
king is concerned about recent spy flights |. it 
by Soviet aircraft based at Cam Ranh Bay |c 
in Vietnam, (REVIEW, May.7). The Soviet | cove 
curiosity is understandable as the Tonkin | ever 
Gulf could prove to be the flashpoint for a |! lin 
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oats. It said that the troops demonstrated 
te use of various kinds of rubber boats, 
ault boats, bridges, earth-moving 
uipment and minefield laying. Last Sep- 
r China staged large-scale land | 


rcises involving troops, armour and 
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aft (REVIEW, Oct. | Sino- Vietnamese oil-related conflict. Hin 
ibious capa is being im- The jurisdictional issue remains unset- areas and escorti | sis becom- — 
Sources told the EW that new tled: Hanoi claims that the gulf should be ing ic Ti for the | 


nding craft are being developed. These 
ppear to be related to the Soviet Al- 
gator class, but seem considerably less | French colonial rulers of Vietnam. TI 
so phisticated . Moscow oa uss oned: the | made no attempt to divide the gulf on a 
| median basis but me ed.a lo 
gitude line. Addres: 1 
conference in Canton. 
| Selig Harrison, an ' American: rch 
| | scholar, said that China "has never foi 
maliy demanded- a median li 


| divided on the basis of the 1887 boundary | n 
agreement between China and the then | 
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-One naval analyst identified the gulf 
flashpoint as lying on the 107.3* East lon- 
$ ffshore oil | gitude line: “If China goes beyond that 
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An open letter from Governor - 
George R. Ariyoshi. 


Hawaii is a vacationer's paradise, 
but it's also big business. More 
than 30 major organizations 
manage their Asia/Pacific affairs 
from a regional office in Hawaii: 


They include: | 
General Foods Pan American 
Corporation World Airways 
Grumman Sheraton - 
Aerospace Hotels 
Kentron Wang 
International, Laboratories 
Inc. 

As several key executives 

explain it: 

“The prime advantage of 
location in Honolulu is the 
minimized cost and time 
expenditure to cover the 
vast area," 

—lrwin Bickson 


President, International 
Budget Rent-A-Car 
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"Our time location here is 
a major advantage. I talk to 
New York early every morning, 
and contact our Asia offices 
during the afternoon." 
— Dave Gillette, 
Far East Partner, Coopers 
& Lybrand, CPA, 


“It’s easier to attract and 
maintain a high] y specialized 
and capable staff in Hawaii 
than elsewhere in the Pacific,” 
— Edwin M. Hultgren, 
Principal 
Harding-Lawson Associates 


“We moved our entire 
headquarters staff for the Asia/ 
Pacific area here." . 

—G. D. Wollert, President, 
Asia/Pacific Operations, 
General Foods Corporation. 





We are ideally situated to 
do business in the Pacific and 
Asia— culturally, linguistically, 
and geographically. 

We want international business 
to grow and prosper here. Our 
State Administration is pursuing 
that goal aggressively. Send in the 
attached coupon to find out what 
we can do for you. 


If you think Hawaii is a 
beautiful place to visit, wait 
until you sample our 
working environment. 





Governor, 
State of Hawaii 


Executive Chambers 
State Capitol 
Honolulu, Hawaii 96813 


Please send me information 
on Hawaii. 


Name 


Company 


Business Address 


State/Zip 


Business Phone 
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Chinese fishing boats. One was sunk, 
another seized and 18 people were miss- 
ing, China» said. Hanoi said that the 
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| More E thanrun 


Chinese vessels were gunboats dispatched Showing increasingly aggressive tactics, the Soviets win one 
Papst in Afghanistan but face tough opposition in a second 


from Hainan operating between four and : 
10 miles from Binh Tri Thien province. 


.— When spotted, the crews of the Chinese . 
A. gunboats opened fire and hurled grenades 


at Vietnamese fishing vessels: Hanoi im- ” 


plied that at least one of'the guriboats had 
l been captured. 


n March 4 there was another Sino- 


Vietnamese incident, this time off the 


- Paracel islands (Xisha islands, in China's ' 


i erarlance): China said that it had seized a 
Vietnamese spy vessel off the islands 


By Johi Fullerton 
Pèshawar: A poetic military dispatch: in- 
Persian, written on a piece of linen and 


|- carried on foot for three weeks from 


northern Afghanistan to neighbouring 
Pakistan, begins with the words, “Dry 
| your tears.” It pus a brave face on defeat 
telling how for 14 days the strategically 
situated town of Kholm in Samangan pro- 
vince, about. 70 kms southeast of the 


Bis .. which Peking's forces captured in 1974 | Hairatan bridge across the Amur, was sur- 
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from the then Saigon government after 
putting troops ashore from fishing vessels. 

Vietnam still claims the Paracels and 
-spelt out its claims in a 28-page white 
. paper published in January which also 
= dealt with the Spratlys (which China calls 
the Nansha islands). In what seemed a 
reply to the Vietnamese claims, Chinese 
Chief of General Staff Yang Dezhi visited | 
the Paracels in February together with his 
deputy Yang Yong. Both stressed the im- 
. portance of defending the 15 islands, reefs 


r and banks in the group and Yang planted a 


coconut tree in soil which had been 
brought from Peking. "This symbolically 
underlined China's view that the Paracels 
are part of its territory," one diplomat 


s . commented. 


Military analysts said that China carries 


- out regular air patrols over the Paracels 


and suggested that the islands could be 
used to mount a strike at the Spratlys 


.. which China also claims. “Such an opera- 


tion could be got under way rather 
. quickly, but there are no signs that the 
- Chinese are doing it," he said. Vietnam 


. has occupied five of the Spratly islands, 


the Philippines has occupied seven and 
Taiwan has a garrison on Itu Aba island. 


— In February Taiwan put the Spratlys 
. under the control of Kaohsiung. The 
- southern city's government drafted a 


three-year plan for the islands’ develop- 
. ment, including the construction of har- 
- bour facilities for fishing vessels. It is also 
said that Taiwan would be encouraging 
I eco to migrate there. — 

Qualified observers agreed that despite 
the gradual improvement in the capability 


a _ of the Chinese navy, any attempt to push 


. Vietnam off the Spratlys would be militar- 
_ ily as well as diplomatically hazardous. 


_ They pointed out that the islands were 


. within the range of Vietnamese aircraft 


- and that China — though its aircraft could 


reach there and operate briefly — would 
have difficulty controlling the air, a vital 
factor i in any opposed landing. , 

. There was also the question of whether 


C * k ^ 
the Soviet Union — whose warships . are 





would intervene if China attacked. “The 
- Soviets would either have to come inion 
Vietnam's side, or go away." said one dip- 
lomat. | 20 — RICHARD BREEZE 
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rounded by Afghan and Soviet security 
forces and bombarded with mortars and 
artillery. 

The Jamiat-i-Islami guerillas reported 
that they had lost 150 fighters and that 950 
civilians had been killed by the time the 
security forces broke through; subsequent 
fighting reduced the town’s bazaar to 


ruins, The attackers cut off the water sup- 


ply and two bus loads of women and 


children trying to escape were caught by a 





Cordovez: separate talks. 


salvo of mortar shells. The guerillas esti-- 


mated that about 4,000 people were taken 
away, either for the ranks of the Afghan 
armed forces or for questioning as guerilla 
suspects. 

The security forces ringed the town with 
trip-flares to prevent parties of mujahi- 
deen (holy warriors) slipping out. When a 
trip-flare was activated mortars were 
quick to respond. But, contrary toa Radio 
Kabul report, the three resistance com- 
manders involved survived the battle. 

This is but one incident which reflects 


an upsurge in the conflict on the eve of, 


proximity talks scheduled to be held in 
Geneva on June 15 with Iranian, Pakistani 
and Afghan officials discussing separately 
with United Nations special envoy Diego 
Cordovez the prospects for a pouce, 
solution in Afghanistan. 

Last week the governor of Pakistán! S 
North West Frontier Province, Lieut- 


R 
Gen. Fazle Haq, Warned that another 
800;000 refugees were expected this sum- 
mer to join their fellow refugees in Pakis- - 
tan — estimated at more than 2 million — 
as heavy fighting erupts throughout the 
country following the winter freeze. Sev- 
eral hundred families are already believed 
to have arrived here from Logar province- 
after the security forces' attempts.to inter- - 
dict guerilla transit routes and supply 
bases. Resistance spokesmen themselves 
claimed that the four-year-old war has 
reached its highest pitch. l 

Diplomatic sources suggested that the ` 
Soviet forces occupying Afghanistan are . 
using increasingly aggressive tactics and - 
that their methods are proving more effec- 
tive: by short, sharp and intensive assaults — 
on key villages and towns they are trying 
to clear major communications routes and 
potential targets from a threat of hit-and- 
run attacks. 

The fiercest and most keenly watched 
battle rages in the Panjsher valley, near 
Kabul, where between 5-7,000 Soviet and 
Afghan troops have launched their most 
determined effort yet to extinguish the 
guerilla forces led by a 26-year-old en- 
gineer, known as Massoud, a celebrated 
commander whose sense of organisation — 
and operational elan has made him a 
legend throughout the country. . 

Initial reports reaching here suggested 
that losses were high on both sides and 
that the security forces have lost a signifi- 
cant number of helicopters and fixed-wing 
aircraft in the operation. Massoud has re- 
sorted to his traditional tactic of luring an 
opposing armoured column into the valley 
and cutting it off by means of landslides 
and mines laid in its wake and then using 
the hours of darkness to force tanks and | 
trucks to move into minefields by firing at. 
vehicles with hand-held anti-tank rocket 
launchers. 

Meanwhile, a report on the war by two 
Swiss mathematicians has caused consi- 
derable interest here. Pierre Allan and AI- 
bert Stahel have carried out a mathemati- 
cal analysis of the war, using the experi-. 
ences of the Yugoslav partisan struggle 
against the Nazi occupation, the British 
counter-insurgency operations in Malaya, 


| the civil war in southern Sudan and Viet- 


nam as their models. ite 

They conclude that only a very large in- 
crease in Soviet force levels in. Afghanis- 
tan could win the war for Kabul. More 
than 300,000 Soviet, troops would be 
needed and even then victory would be ` 
uncertain because of the decentralised na- 
ture of the guerilla command and the 
primitive nature of the np and Af- 
ah ad ‘Secopomye: F Ses 











ervice 
on the 
right track 


In today's highly competitive world, it doesn't pay to stand still. 

Thats why OCL offers only the most progressive through 
transport container service. 

OCL can transport your cargo quickly and efficiently to and 
from markets throughout Europe and the Middle East Gulf. 

It's a totally reliable service that OCL provides. Built on years of 
experience and backed by a continuing investment — not just in 
ships, containers and handling equipment; but also in the less visible 
but equally vital ‘backroom’ aspects like computerised control and 
specialist staff. 

Its a regular service too — with frequent sailings from main 
Far East terminal ports. 

And it's fast. OCL's door-to-door transit times are amongst the 
fastest quoted for surface transportation. 

Simplified documentation and helpful professional advice 
from our experienced agents complete the OCL service package. 

So for your next consignment make sure your goods are 
routed on the right track- with OCL. 











Agents for Overseas Containers Limited: 

Japan -Swire Shipping, Tel: Tokyo 230 9100 

Hong Kong - Swire Shipping (Agencies) Ltd, Tel: (5) 264311 

Singapore - Mansfield Container Shipping Pte Ltd, Tel: 436061 

Peninsular Malaysia - Container Agencies Sdn. Bhd., Tel: 484544 

Taiwan- Jardine Matheson & Co. Ltd, Tel: 393 1177 (Europe) 
Taiwan Swire, Tel: 393 5151 (Gulf) 

Philippines- Soriamont Steamship Agencies, Tel: 501831 

Thailand - Borneo Services Ltd, Tel: 392 1241 

South Korea - Young Chang Shipping Co. Ltd, Tel: 23-0450/9 (Europe) 

Hyopsung Shipping, Tel: 22-3118/9 (Gulf) 


A FAR- 
SIGHTED 
STRATEGY 


Our Company, which 
started in Milan and 
Brescia in 1914 moved to 
Buttrio in 1929: where it 
developed the production 
of steel machines, and 
minimills. 

At that time Italian 
financial resources were 
limited and there was a 
need for new ideas to lower 
the investment and produc- 
tion cost through the intro- 
duction of automation and 
new ways to produce steel. 
This has been one of the 
key sectors in the develop- 
ment of the Italian private 
steel industry. 


Danieli is proud to have 
been one of the chief par- 
ticipants in these develop- 
ments. 


Since 1951, Danieli has, 
especially been one of the 
first to believe and support 
the idea ofthe mini mill. 


At the beginning the maxi- 
mum target was a pro- 
duction capacity of 60,000 
tpy; now we attain 500,000- 
700,000 tpy. 


In the '70s the mini mill 
target has been: 

— low cost of investment 
per t/year of the end 
product with a resultant 
good return on investment. 
— flexibility of the mills in 
order to adjust themselves 
to market conditions or to 
special products 

— low production costs (2- 
3 hr/man per t/y of end 
product from scrap). 

This philosophy has defi- 
nitely established itself as a 
convenient way to make 
steel, in particular for bars, 
small and medium struc- 
tural steel, wire rod, pipes 
and strips. As lower 
investments and smaller 
organizational structures 
are required, these mills are 
definitely more competitive. 





Italian style Technology in S 


Steelworks; rolling mills; minimills; market- mills; cas 
energy recovery and conservation systems; research; ari 
projects of a private Italian Group, DANI 





Mr. Luigi Danieli 
President Danieli & C. 


The man, the family, the group 


The founder and creator of the 
companies that today form the 
DANIELI GROUP is Engineer Luigi 
Danieli, born in 1915 in Ballabio (a 
small town near lake Como), where 
the family was displaced during World 
War I. In 1929, they moved back to 
Buttrio and Luigi worked with his 
father, who opened a small workshop. 
He graduated as an engineer in 1942. 
In 1955 — upon his father's death — 
Luigi Danieli succeeded him in the 
management of the family business 
(then employing about 60 people) and 
following a policy that distinguished 
his company from its competitors for a 
long time: "tailoring each machine" 
(and later the “turn-key projects") to 
the specific requirements of the 
customer. During the '60s and '70s the 


company specialized in small ; 
medium sized rolling mills 

continuous casting lines, and 

today reached a position of lea 
ship, with participation in and 
suppliers to more than 40% of 
plants now existing all over the wor 


Mr. Luigi Danieli is today 
President of DANIELI & C., 
parent company of the Group, 
Managing Director of which is 
eldest daughter Cecilia, while he 
sisters did hold — or still do 
responsible jobs in Companies of 
Danieli Group. 


Today Danieli is a Group compr's 
20 companies with 1,500 emplo 
and with customers in more than 
countries all over the world. 


Steps towards full “integration” 


From the few machines Danieli built 
in 1951 the production program has 
gradually developed into a complete 
range of plants. 

More than 140 rolling mills (including 
revampings) and about 150 major mill 
reconstruction engineering schemes 
worldwide are the result of this 
activity. 

Since 1960, knowing by intuition the 
new, competitive, methods of making 
steel by continuous casting, and thus 
responding to the demands of the 
market, DANIELI started engineer- 
ing such machines and by the end of 
1977, almost 100 DANIELI Con- 
tinuous Casting machines with over 
400 strands were in operation or under 
construction. 

Its first Slabcaster, completed in only 
18 months from the order, started-up 
in 1976. 

In the same year, a further very 
important step in the "integration" 
programme of Danieli minimills was 
achieved by the installation of its first 
commercial Direct Reduction Plant, a 
process developed by Danieli. 

A pilot plant has been in operation at 
the DANIELI works in Buttrio since 
1971 and the start-up of this 
commercial plant, with a production 
capacity of 40,000 tons a year, has 
opened up a new field of particular 
interest to developing countries. 

The integration achieved so far 
allowed the development of Ministeel- 
works (completely integrated plants 
including Direct Reduction Steel 
Melting Shop Rolling Mill Drawing 
machines). 

By 1974 there were 203 ministeel 
works with capacities from 60,000 to 
600,000 tpy. These plants were spread 
over 60 countries; Danieli is involved 


in some form with no less than 82 of 
them, i.e. approximately 40% of the 
total, spread over 23 countries. 
Starting from 1977 DANIELI, at 
customer’s request, have been more 
and more involved in a full support to 
the customer, not only for the start- 
up, but for the running of new plants, 
so that the customers can achieve 
maximum results with both produc- 
tion and economical yield in the 
shortest possible time. This includes 


the training, at existing similar pla: 
of selected groups of personnel bef 
start-up and is particularly valuabl 
customers who are either new to | 
steel industry or have opted foi 
different method of production to 

one previously used. 

In addition DANIELI has a 
expanded its activity in work 
together with third-party suppli 
who provide services and plants | 
supplied by Danieli itself. 


DANIELI & C. S.p.A.: ORDERS ON HAND AT MARCH 31, 1982 


(in million dollors) 


Services 


Erection 
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Engineering 
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Strips and pipes 
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Spares 
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Drawing machines 
Other machines 


Steel melting shop 
and continuous casting 


Direct reduction 
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Industry expanding abroad 


ads; electrical and electronic equipment; ecology plants; 


sinwhich, allover the world, machines and turn-key 


of Buttrio (Udine), are appreciated. 


lain Technical 
achievements 
‘ound the world 


ng the most important plants 
Jied by DANIELI should be 
tioned: 
INDENBURG (G.D.R.) Electric 
melt shop A turn-key project 
i 500,000 tonnes per year. 
1. (Malaysia ) Electric steel melt 
zand rolling mills Output of 
000 tpy. 
"OU (USA) Market rolling mill 
000 tpy medium sections 
icity. . 
YM YO (Burma) Typical plant, an 
esting example of ministeelmill 
ducing billets direct from iron ore 
coal) located near the mines; 
city 40,000 tpy approximately. 
T-A. (Italy) Round section conti- 
'rup to 440 mm diameter. Used to 
dy a seamless pipe mill pro- 
ng the highest API GRADES of 
s usedi in drilling rigs. 


ù 1960 up to January 1982, 

VELIE have supplied worldwide: 

' minimills and market mills up to 

)00 tpy capacity some on a "turn- 
basis. DR plants using the 

lor Metor process. Industrial 

rand fume treatment plants. 

10 Continuous casting strands 

‘straight or curved moulds for 

ns, billets, slabs and rounds in 
quality steels. 

140 Rolling mills (including 
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Danieli’s American Connection since 1965 


Danieli of America, a subsidiary of the Danieli Group. was set up in Baltimore. 
Maryland, in 1965. The company's headquarters are presently in Coral Gables, 

Florida. Danieli has collaborated in 19 mini mills in the US, thus contributing 
to the technological development of this type of steel making. 


Board of Directors 

Mrs. Cecilia Danieli 

Mr. Gianpietro Benedetti 
Mr. Carlo Bortoletti 

Mr. Bruno Morandini 


Your Contact at Danieli of America 
Mr. Lesley Mahdjoubian 

Mr. Albin Palezynski 

Mr. Adriano Tonello 

Mr. Brian Hannah 

Mr. Rino Busato 


President 
Director 
Director 
Director 


Area Manager 

Executive Vice President 
Rolling Mills Department 
Continuous Casting Department 
Spares and after sales service 


The most recent and notable achievements of Danieli of America are: 

The Florida Steel Barrel Rolling Mill, with an output of 400,000 tons per year. 
The Roanake Electric Steel Corporation, rigid dummy bar continuous casting 
system, which is much simpler to run than the conventional system. 

The Bayou Steel Corporation market mill — with great operational flexibility 
and a high degree of automation in the finishing modes makes this one of the 


most modern rolling mills in the world. 


Danieli of America Inc.. 

121 Majorca Avenue, 

Coral Gables, Fla 33134 

Tel: (305) 445 1950/1951 

Telex: TWX 8108485230 DANAM 


revamping) for billets, bars, light and 
medium sections, wire rock, strip and 
tubes ferrous non-ferrous. | 
— 18 Wire rod finishing systems for 
working weights upto 2,500 kg. — — 
— 42 Bundling and stacking systems 
for sections, up to 150 tph capacity. 
and also _ 

— 965 2-high rolling groups — 1,370 
hot and cold shears — 130 wire rod 


rolling units for speeds up to 80 m/sec 
— 65 wire rod cooling lines — 225 
straightening machines — 240 cooling 
beds for rounds, sections and special 
shapes — 230 hot and cold cutting-off 
machines — 210 Garret-Edenborn 
coilers — 450 tying machines for 
bundles, packages and coils — 80 high 
speed, bar-discharging services — 160 
drawing plants. 


Strategy for the future 


In the 80's there will certainly be a 
consolidation of the need for low costs 
of investment per ton/year, more 
flexibility, reduced processing costs, 
energy cost savings. 

The answer to such needs represents 
nothing more than a development of 
the strategy which DANIELI has 
always followed in the interest of its 
customers and of the steel industry 
itself. 

The mini mill (market mill) concept 
has been largely developed in answer 
to needs which have become more 
pressing. 

DANIEL I believes in the necessity to 
strongly improve automation, labour 
and energy saving processes and all 
other simplifications which give the 
answers to the above needs easier and 
more profitable. 

Today the DANIELI GROUP is a 


complex reality, but its standard of 
creativeness, flexibility and readiness 
to work for the client and with the 
citent are just as high as ever, as thev 
were when the business started back 
in 1914. 


| Customers inthe following 
countries around the world 


EUROPE 
Austria 
Belgium 
France LEER 
German Demiocral ic Rep 





Mexico 


Argentina 
Bolivia 
Brazil 
Chie 
Colombia 
Costa Rica 
El Salvador 
Guatemala 
Hait 
Honduras 





Venezuela 


AFRICA | 
me 


Egypt 
Efhiopia. p. 
Ivory Coast ..—— 
Kenya 
Libya 
Mozambique 
Nigeria 
South Africa 
Tanzania 


ASIA 
Burma 

India 

Japan 

pru 
ndonesia 
ree 
Malays 

Saudi / Ann 
Singapore 
Taiwan 
Thailand 
The Philippines 
Vietnam 


AUSTRALIA 





Danieli’s Current Production 


Worldwide, Danieli designs, builds 
and starts-up: 
— Complete steelwork plants — 
engineering and know-how — turn- 
key contracts — Kinglor Metor direct 
reduction plants — steel mill 
equipment — continuous casting 
. machines for blooms, slabs, billets and 
rounds — hot rolling mills for billets, 
bars, wire rods, medium and light 
sections — systems and equipment for 








“DANIELI 


x 
us 





roling mill cold finishing. automatic 
cutting, straightening, packaging, 
tving and weighing equipment — hot 
and cold strip rolling mills — bar and 
section drawing machines — pipe | 
mills — guide and torsion roller boxes 
— forge manipulators — hall making 
machines. 

— Ecological plants: fume cleaning — 
water treatment — solid waste 
treatment. 


Danieli & C. 


33042 Buttrio S E talia 
450022 Dan 
04327 2 











For a computer to perform its of organizations in 61 countries on five Before you select a computer 
wonder of wonders in the laboratory, continents. Including no less than company, we suggest you consider that. 
under the watchful eyes of ateam of — 77 of Americas top 100 corporations. For more information about our 
whiz kids, is one thing. ‘The reasons? Reliability, com- sales and service and our distribution 

But to prove itself in the real patibility, advanced technology and network in India, Indonesia, Korea, 
world, day after day, week after week, support. Andan obsessive dedication Malaysia, the Philippines; Taiwan and 
year in, year out, for bank clerks, airline t0 providing ulcer-free service. Thailand, contact Data General 
employees, police departments, and We might also add that our ded- Hong Kong Sales & Service Ltd. or 


even entire governments, is another. — ication to the Asian community is real Data General Singapore Ltd. Pty. 
At Data General, we're proud rather than rhetorical. Its backed by 


to report that since 1968 weve sold — three manufacturing facilities, in Hong (,» DataGeneral 


over 109,000 computers to thousands Kong, the Philippines and Thailand. — we ENGINEERED THE ANXIETY OUT OF COMPUTERS. 
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Airbus helps cargo handlers win the long-distance relay. And avoid 
the hurdles. 

Our cargo hold is designed around universal standard LD-3 
containers. 

Just compare the capacity. The A300-600 will take twenty-two 
LD-3s. The A300-200 will take twenty. The A310 will take fifteen. While 
the B767 takes only eleven. 

The Airbus also takes full-size pallets (88in x 125in and 96in x 125in) 
straight from long-range wide-body aircraft. 

Aboard the A300 and A310 they are standard. While aboard the 
B767 they are non-standard. 

So the Airbus can be unloaded and reloaded in record 


time: cargo is quickly away on the next leg of its journey. — a i z 
Airhiice AAaintainina ctandarde which haln vA I raice voi ire N Airhi IG Industrie 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 18 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


Exclusive to subscribers. 


‘ORDER YOUR SUBSCRIP- - 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


v, FRU GIO soaa 


Annual subscription rates: 
HK$1,175 M/S$420 US$200 £105 A$175 


Sent airmail anywhere in the world. 
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Chemical on Lending: 
A banks attitude toward credit 
Is a key to its leadership. At 
Chemical, we take the creative 
approach- building ontradition 
by improving itto anticipate your 
growing and changing needs. 
Our record on loan response 
time has always been good.But 
we want to make it still better. 
Aggressive business needs 
aggressive banking, so lending 
officers are.encouraged to 
create new solutions that can 
speed up the entire process of 
corporate credit. 














Our skilled professionals 
reflectthe new spirit at Chemical. 
Innovative, constantly improving, 
winning. Were expanding our 
worldwide services with creative 
lending techniques. You'll see 
the results in our performance 
and in your financial picture. 

What Chemical has done 
yesterday, what were doing 
today and what were working 
toward for tomorrow are all 
partofthetradition of giving you 
the very best banking service. 
And we never stop improving 
that tradition. 


CHEMICALBAN« 


_ Tradition 
Is somethin 


to build o 
notreston. 


g 








n, 


Member FDIC CHEMICAL TAKES YOU BEYOND TRADITION. 


dis AN EXPRESS TRANSIT 
JE EXPRESS TENA 


G 


Long, labourious, slow transits take Minimum Connecting Time at the If you'are staying in France, departures 
the pleasure out of flying. But now, Express Terminal is only 45 minutes, one to the regional capitals are in the 
when you fly Air France to Paris, you'll ofthe very fastest, making Paris the ideal same Terminal as international arrivals. 
enjoy an Express transit at CDG ei Ru to 161 cities in 5/ countries. Times are changing for changing planes. 
There everything is conceived to make And our time tables are studied so that So for efficient transits between enjoyable 
the travelling businessman's life easier. you'll always find a convenient connection. flights, travel with the French via Paris. 


IR FRANCE , WT 
FOR PARIS CHARLES DE GAULLE TERMINAL 2. 














| JAKARTA has its: attiactions for the 
1 isitor, but does not come high on my list 
of cities for what the guide books de- 
Scribe as entertainment after dark. I 
ostly look forward to the food — nasi 
goreng wh h my. kids persist in calling 

ring — a delicious plate of fried 
ioned with chili, topped with an 





do-gado (salad with a piquant 





. and the quack had or- 





A, Asia’ s ae eee orches- 























been. largely overlooked; 1 reckon they 
_can give the Filipinos a very good run for 





ultar : group demonstrated. a 





from American blues and Énglish folk to 


| Spanish. flamenco and Japanese love- UE 
lorn laments, plus innumerable pop; I 
songs from many of the islands of their | 


| own archipelago. 

.. This time REVIEW . 
E Susumu Awanohara guided me to the 
d Jaya Pub just off Thamrin, Jakarta's. 
re By where an excellent band 















* ien The singer, Juliaiit ', can bel 
everything from Life's just a cat 





nd 1 itself i is a collection of very talented. 


i armas esteri soup | 
à ined the distant calm of an El G 
| grandee. I found an hour at the Jaya Pub. 





T expected delight in the indonesian pr 
] tal. 







thanks to new "electione Bieta A 
walk down the road which parallels 


* 





iually accompanied by sticks of 


uce), rijstafel and curries ga- | 
owever, this time I was afflicted 









ras an id musical groups from the Philip- 
SE egion’ s entertainment offered. by inter- | 1 
|, national hotels and clubs. As a result, 
. the. musical. talents of Indonesia have | d 


r money. Last time I was in Bali, ohe 1 denied 


odious mastery of every type of song : 


bareu: chief | t 








A x it improved vun? E, Th 
the a drinks, Jm IDE ag od | al 










irians u under the a Victor Rom- ; : 


| duced, 


' airport, 
After checking in, and before going 
| through immigration/security, | 
off to the right. of the entrance hall 
| where, tucked away in a corner, is a 

in, Jalan e p n | 


. INDIGENOUS Indonesian n music is i 


eight “cassette : B” filled with rows o 


tape machines: The customers, each cut 


off from the outside world by stereo ear- 
phones, play one cassette after another. 
Their choices are not limited to the pop 


and rock and the more obvious classical | 


favourites which Singapore offers: there 


.1s a well-recorded extraordinarily wide 


choice. of every type of music, including 


classical works. from relatively little- 


known composers. 


-Some of the shops offer video. tapesas |! 
well, not only the usual pirated Hol- 
schew all spicy foods. Even. | 
i pcr restaurant to be 
-.| artistes. Thus, for the first time, truly na- 
luly | tional stars, performing in Bahasa Ins, 
- | donesia, are emerging. The electronic 
P revolution could do more to unify the | 
v. | country linguistically than all the efforts - 
i f | ofthe Education Ministry. Sadly, the au- 
.thorities still feel constrained to censor 
. Cassettes and video tapes in Chinese. Al- 


lywood films but locally made produc- 
tions featuring Indonesian movie and TV 








Í pe the usual p fu dramas are al- 


Hoya n: ongkok. and thus 
ch of the delicious. Thai 
s gen Nord ibo REVIEW 
to Joł 






; prawns,- lobsters, crabs, 








| up * 


„all his purchases | being 





I Ul weighed on the spot. (he. can if he likes | 
7 ret old | take the 
^| chum to Dixieland classics while- the i 





to cook himself). 
rosses over to thé 









of. dawn in order to get to the airport can 
involve some acute suffering. Bangkok 
however, offers an antidote, 


stride 


barber's shop. A haircut, shampoo and 
shave, all performed while one of the as- 
sistants massages the limbs, another. 
polishes one's shoes and yet others. mani- 


Sa clean out the eat 





-twin bed?) Another, in 


» jtries produces a blue-black. per 
jink named Joy, a bottle of whict 


High Commission in Dacca. He f 


of etolling t the —— 


| Hee 


taurants of a" the seafood is. 
: laid. out on huge counters, packed with 
ice — d. magnificent abundance of | 


customer chooses and thenr movés 
O ick. out. vegetables and othér | 


E > | Haas. 


: a third counter. I was acids Biol coe | 
x with the deliciousness of the meal and 
| the efficiency with which it was pro- 
but by the meticulous cleanliness - 
e | of the food counters, matching anything 
e T "i l Trde seen in hygienically minded Japan. 

© | @ AFTER a final night out on the town, 
$ 1 getting up the next morning at the crack 
|. atthe end ofa sweaty working day an un- | 


| jet 
| wonders. why we |e 
| English. He offers | oa 


of a chair, which appears anything. 


=) bin this is how Mey do it! 










flagging spirits while not ions t 
damage to the wallet. [step on b 
aircraft for Hongkong feeling like a 1 
woman . l 






















DACCA, Bangladesh — The m rial m gov 
ment has decided te introduce thean 
‘official dress for governmen work 
order ‘said the safari suit : 





















1 THE. same newspaper on M 
n of Curious. ads sp 










rooms. at a ‘Hongkong ! 










ping Arcade. Newly deca ated 
facilities you demand. .J 
night (sharing twin bed)." ( | 
facilities include someone to sha 


















cant, advertised for an. *English-s 
“ing Secretary... to do typing.. itin 
erous office. duties.” . ES 
e THE Bangladeshi firm Ape 

























bought by Jim. Lindsay of the Australi 


the blurb on the packet a Gelert 
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Hawaii University 
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MALAYSIA 


Mahathir's 'Restoration' 


5 


The vei future lies in learning from DAD while 


shunning 


By K. Das 


Kuala Lumpur: Malaysian cynicism with 
politicians, nurtured over a quarter of a 
century, was arguably stronger about the 
present prime minister, Datuk Seri 
Mahathir Mohamad, than any of his three 
predecessors. But long before the 12- 
month honeymoon period he asked for is 
over, doubts are beginning to fade even 
among the most grudging of his detrac- 
tors, because it is becoming clear that he is 
offering something which other prime 
ministers did not even, consider: national 
pride based on realism and purposeful- 
ness. 

While in the past racial unity in a multi- 
racial society was at best an honest hope 
— and at worst empty sloganeering — 
Mahathir, the man condemned in the past 
as an ultra-Malay nationalist, has set 
about taking steps to bring the races to- 
gether. But the therapy began with shock 
treatment which meant weaning the 25- 
year-old infant which had grown comfort- 
able with the British colonial bottle. 

The announcement he made last year 
that buying British in future would be very 
much on a no-other-choice basis shocked 
even the core of the establishment. But the 
bigger surprise was his “look East" policy, 
which, in effect, told Malaysians to con- 
sider the Japanese model for national 
development and industrialisation. These 
shifts in policy, at first received with wide- 
spread scepticism, are now seen as a 
sweeping move to alter the focus of politi- 
cal life in the country. 

There were analysts who believed that 
the look East policy was only a thinly veil- 
ed plea to emulate Singapore which has 
prospered with corruption-free efficiency 
in government, but it is clear that Mahathir 
is seeking more than mere efficiency or 
productivity. Like his predecessors, he be- 
lieves that only prosperity can save the 
country from racial polarisation and poli- 
tical instability, but it is also obvious that 
prosperity alone is not the solution. The 
bigger economic pie, far from reducing ra- 
cial tensions, has only served to exacer- 
bate them. The need, as he explained 
when he launched his policy of not buying 
British if there was anything else equally 
good in the market, was for a change in at- 
titudes. 

When he spoke to the REVIEW in a re- 
cent interview on the look East policy, it 
was Clear he was thinking in terms of de- 
cades into the future, and in terms of a 
Malaysian society in which the races stop 
looking inwards with prejudice but rather 
outwards with pride. He also made it clear 
that dependency on the West was fraught 
with dangers and that the time had come 
to consider self-reliance as an urgent 
need, and to forge links with the Third 


38 


stern values, says the prime m 


nister 


World more assiduously. The heart of the 
policy quite simply lay in the belief that 
despite all the protestations about a new 
world economic order, whenever the 
crunch came, the Third World was left to 
fend for itself regardless of the destructive 
impact of problems like the current reces- 
sion which grew out of the West. 

The Mahathir Restoration (as some 
people are calling it, somewhat coyly to- 
lerating the echoes of Japan’s Meiji era) 
which began with civil servants clocking in 


like so many factory hands, is facing resis- 


tance, but his pace has not slowed. The 
need to change bureaucratic attitudes was 
signalled with the setting up of a task force 
to draft a code of ethics for civil servants. 
He also reassured the non-Malays by say- 


Dd 


Mahathir: voting for independence: 


ing that business should not be dominated 
by any one race, and went on record that 
the bumiputra (indigenous races’) share of 
corporate equity would not be increased 
from the 30% fixed earlier, nor would the 
non-Malay share of 40% be reduced. The 
foreign sector would continue to enjoy a 
30% share, because rapid industrialisa- 
tion through foreign inputs of capital and 
technology was only possible in an atmos- 
phere of confidence, or, in his own words, 
if Malaysia was to be seen as a predictable 
country. Some excerpts from the inter- 
view: 


What exactly is the look East policy? 
Japan is the biggest investor in Malaysia 

and I have a feeling that because of the 

look East policy, the interest the Japanese 





2 and the [South] Koreans have shown has 


become more than before. But there is no 
lessening in the interest shown by the 
others so there is a net gain. 


Will the new emphasis make any differ- 
ence to investors from the rest of the 
world? : 

No ... because we are treating every- 
body in the same way. Our look East po- 
licy is directed not so much at investment 
from Japan but at acquiring the kind of 
policies, systems and work ethics that the 
Japanese have. | 


People keep asking what precisely is this 
policy. Could you give definitive parame- 
ters: exactly how far do we look East? 

Well, let us say in the past we looked to 
the West to get new knowledge, to learn 
about technology, about the methods of 
production, even systems. They are all 
Western systems. This was what we 
looked at because at that time the West 
was very successful . . . so successful they 
conquered the whole world. Naturally one 
wants to copy the successful example. 
Now the situation has changed somewhat 
whether people like it or not, we see a 
competition between the Japanese 
method and the Western method. And in 
the contest, we see the Japanese have 
made headway while the West has not 
only not made headway, but appears to be 
regressing. So in order for Malaysia to 
progress, we have to learn from the better 
example, and the better example is the Ja- 
panese example. That is why We now want 
to look East where before we were look- 
ing West. 


What about the dangers? Looking West in 
the past, technology was acquired to- 
gether with bad habits. What limits do you 
place in the process of absorbing things Ja- 
panese? Malaysian values are based on 
systems of religion that have nothing in 
common with the Japanese Shintoism. 
Nor do Malaysians have that aggressive 
bushido (samurai ethics) outlook. Where 
do you draw the line? 

When we looked West we did not want 
to pick up everything, but obviously some 
of the things we did not want were also 
picked up in the process. . . but of late we 
have noticed that the bad habits are on the 
ascendancy in the case of the West. They 
have now very little regard for religion, 
their moral values are very narrow values, 
not compatible with our moral values, and 
therefore we think we should insulate our- 
selves against such things and we need to 
balance it. 

Now in the case of Japan, it is true they 
are not very religious, but their cultural 
values are akin to the kind of morals and 
ethics that we have in this country or 
would like to acquire in this country. They 
may not be praying all the time, but the 
philosophy they have . >. their philosophy 
in trade, for example, profit is not every- 
thing. The welfare of their employees is 
important. They do not have this great 
class difference that you find in the West 
[where] in a factory the executive will 
never sit down in the same canteen with 
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the workers, But in Japan they make no 
distinction between the executives and the 
workers. I myself have seen how the exe- 
cutives wear the same uniforms, with the 
Same name tags, and they are in the fac- 
tory all the time, working, so much so you 
do not know which one is the executive 
and which one the worker. But this is not 
possible in the West. An executive goes 
straight to his office . . . not down to the 
shop floor. 


Which institutions have you come across 
in Japan or South Korea that you would 
recommend as models? 

Practically all the Japanese companies 
are like, that. In fact I visited Kawasaki's 
steel plant, in Mitsushima I think. It's a 
brand new plant, capable of producing 12 
million tons. It has practically no office ex- 
cept for a small shed because people are 
not supposed to work in the office. They 
are supposed to be on the shop floor... 
At another Kawasaki plant, I think it was 
the motorcycle plant that I visited, I was 
entertained to lunch in the same canteen 
as the workers, and had the same fare . . . 
they were having . . . and this is quite gen- 
eral throughout Japan. 

The attitude of Matsushita for example, 
to their workers, is that this is their family. 
They look after their workers and the 
workers in turn show a great deal of loy- 
alty to the company. They don't have in- 
dustrial unions, they have only house 
unions where workers feel that they be- 
long to the company. 

And if you talk to a Japanese, you ask 
him what he is doing, he says ‘I am from 
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Hitachi or I am from Matsushita.’ But you 
ask a man from the West what he is doing 
and he says, ‘I am an engineer.’ He 
doesn't identify with his company because 
he won't be with his company for long; he 
is going to jump off to the next company. 


Do you not think that the model for 
Malaysia's industrialisation should be 
more like the Indian model which is closer 
to our state of development? 

In terms of size, in terms of sophistica- 
tion, yes, the Indian model is relevant. I 
myself went to India and I saw that the 
scale there is very relevant to Malaysia. 
But the approach to work, the system 
used, will not make Malaysia a very great 
industrial country. 

Let us take the automobile industry for 
example. The policy is of course to have 
cars built in India. And in order to do so 
they bought the design of the old Morris 
Oxford in the 1950s. That same car is still 
being produced now. There is no advance- 
ment in technology. That's all right if you 
are going to sell your car in your own 
country. But Malaysia doesn't have 600 
million people to sell cars to . . . We have 
14 million people and whatever we pro- 
duce, eventually we have to sell abroad, 
and we can only sell abroad if our products 
are technologically as advanced as the 
others. That is the difference between our 
approach and the Indian approach. 


What about the current industrial cli- 
mate? In the short term there is unlikely to 
be any investment from abroad, but what 
about the middle term — say within the 


Fourth Malaysia Plan period ending in 
1985? 

Yes, it is because we expect growth in 
the middle term that we are sending [in- 
vestment teams] now. You see, in busi- 
ness you should really invest during a re- 
cession in order to be capable of meeting 
the demands when the upturn comes. 


What is the message carried by the Malay- 
sian investment missions travelling now? 

Well, we are offering them an opportu- 
nity to be competitive in the future. And 
we feel that by coming to Malaysia they 
will have an edge over quite a lot of other 
people, as those who have come here have 
found out. 


But what is the special incentive? 

For one thing this is a very rapidly grow- 
ing area. It's going to be a very big market 
in the future. There are only two big mar- 
kets which don't depend upon some inci- 
dent like finding oil or something like that, 
[for] suddenly becoming rich. Malaysia is 
a steadily growing country, and so are the 
rest of the Asean countries. This is the 
biggest area that is growing in terms of 
economic wealth and is going to be the fu- 
ture market. It is not only going to be the 
future supplier, it is going to be the future 
market. 


Are you talking about Asean? 

Asean and the Far East in general and 
the Pacific region. If you want to be.com- 
petitive, you have to be close to the mar- 
ket. And quite obviously we are going to 
favour those who have an interest in our 








On Friday, 11 June the 
Singapore Branch of Gulf 
International Bank was 
officially opened - fulfilling the 
function of a local branch and 
regional office serving an area 
extending from India and ` 
Korea to New Zealand. 
Offshore services are provided 
in the form of full-service 
Asia-Euro Currency lendings, 
money market and foreign 
exchange facilities and Asia 
Currency Unit dealings. 
Domestic facilities 
are provided in the 
form of Singapore 
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Gulf International Bank B.S.C. 


Bahrain: Tarek Building, Government Avenue, PO Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Bangkok Bank Building, 14th Floor, 180 Cecil Street, Singapore 0106 
(From 1 September 1982: 11-01 Raffles Tower, 50 Raffles Place, Singapore 0104) 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


GIB- The Jnternational Bank of the Seven Gulf States 


GI B hasa new Branch in Singa go 


dollar denominated services. 
The new branch will 
complement GIB's Bahrain 
Head Office in providing 
one-stop wholesale 
commercial banking facilities, 2 
in the Arab world and es 
internationally, in the | 
syndication, capital and 
money markets. 


Gulf International Bank B.S.C., 
Bangkok Bank Building, 14th Floor, 
180 Cecil Street, 
Singapore 0106. 

Tel: 224 8771/224 8772 





Telex: 
RS 28096 GIB SIN. 
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area. Now if an American company in- | 


vesting in America wants to sell within 
America, of course they are at an advan- 
tage. But there must come a time when 
they have to sell outside. The American 
motor industry made a bad mistake in 
thinking they could subsist entirely on 
American consumption. Now they find 
they cannot sell the American car abroad, 
apart from the Arab countries, because 
they were not geared for this kind of mar- 
ket. So they have lost ground. 


Malaysians have come to respect your sin- 
cerity and forthrightness. By the same 
token they will have to think very hard 
about your earlier statements on targets 
for corporate equity sharing among the 
races in the country as well as the 30% re- 
served for non-Malaysians under the New 
Economic Policy [NEP]. Wouldn't a de- 
finitive statement from you about these 
targets be reassuring? 
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As politicians, we know we are always 
under pressure from both sides. There is 
one pressure trying to force the percent- 
age down and another trying to force the 
percentage up. As far as we are concern- 
ed, there is a target we set for ourselves. 
We promise that we will achieve this 
target, and from then on they have to take 
off by themselves. Our job is to prepare 
for the take off: Beyond that they can do it 
themselves. I am sure they would become 
competitive and they can fend for them- 
selves. The government need only give the 
kind of help we give to every citizen. 


In short you will not alter the targets? 
No, we have no intention of altering the 
targets. 


One thing that disturbs many investors is 
precisely what this 30-40-30 sharing 
means. Whether it is for the economy as a 
whole or does it apply to every industry 
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and every company. For example, there is 
pressure on the banks and insurance com- - 
panies fo restructure so that there is 
bumiputra control. What about the rest 
of the economy? Is this move sympto- 
matic? 

Well the target is global. In other words 
if we achieve a big percentage in one area, 
it may be sufficient to achieve the total 
percentage that we are aiming for. One 
has also to remember that the NEP means 
the elimination of the identification of 
race with economic function and this has 
to be done throughout the country. We 
cannot have a situation where the Malays 
are going to be padi planters and the In- 
dians are. going to be rubber tappers. 
Everybody will have to be in everything. 
But the percentage of shares in some small 
company need not be restructured in > 
order to accommodate the NEP. But that 
does not mean they should not try to em- 
ploy people of all races. 





The 13-year itch 


A liberal court ruling lets off lightly an MP charged with 
sedition under laws passed after the 1969 race riots 


By K. Das 


Kuala Lumpur: A recent High Court 
judgment on a sedition case involving an 
MP under laws passed after the Kuala 
Lumpur race riots of 1969 appears to indi- 
cate that the long drawn-out trauma which 
followed that period of blood-letting and 
arson may be finally over. Mark Koding 
was found guilty of making seditious utter- 
ances in parliament, but the judge merel 
bound Koding over for M$2,000 (US$873) 
and good behaviour for two years. Under 
the law the offence carried a maximum 
sentence of three years' jail or a fine of 
M$5,000 or both. A jail term would have 
automatically deprived Koding of his seat 
in parliament. 

Explaining the extenuating cir- 
cumstances in Koding’s case, Judge 
Mohamed Azmi Kamaruddin said: “The 
law of sedition in this country is difficult to 
understand due to its artificial nature; and 
until recently even an MP could not be ex- 
pected to know why his freedom of speech 
had been validly limited, though sections 
3 and 8 of the House of Parliament 
(Privileges and Powers) Ordinance 1952 
have not been expressly repealed.” 

The artificial nature of the law em- 
braces the whole gamut of legislation 
which followed the race riots 13 years ago 
when parliament decided, to the dismay of 
the population in general and the judicial 
and legal profession in particular, that a 
number of so-called sensitive issues could 
not be raised even in that sanctum of 
privilege — parliament. The judge's wry 
remarks about sections 3 and 8 not being 
replaced was a reminder to the lawmakers 
of an inconsistency born of haste during 
the tense days after the rioting. 

The government, with what the opposi- 
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tion called its brute majority, had pushed 
through the laws which made it seditious 
to question the existence and substance of 
the provisions relating, among other 
things, to the national language (Malay) 
and the use of other languages for non-of- 
ficial purposes. Thus an MP could ques- 
tion the implementation of the provisions, 
but could not challenge the need for them. 
Koding, in his maiden speech in parlia- 
ment in 1978, had called for the closure of 
Tamil and Chinese schools and the aboli- 
tion of the use of these languages on public 
signboards. | 

While this annoyed MPs, particularly 
the Chinese and Indian members for 
whom vernacular language education is a 
perennially hot political issue, they could 
not fault the member from Sabah who was 
at that time an independent of the peculiar 
Sabah variety: he had been backed clan- 
destinely by one government party, Ber- 
jaya, against another component party of 
the ruling National Front coalition, the 
United Sabah National Organisation. 

Koding's speech was a transparent at- 
tempt to win the sympathy of extreme 
Malay chauvinist elements in the National 
Front. His lawyer, Marina Yusoff, ar- 
gued, not very persuasively, that he was 
merely calling for national unity. He 
might have got away with it had he ended 
his speech only calling for the proper im- 
plementation of the law. But he went 
further and ran smack into the provisions 
of the amended Seditions Act. 

In his judgment Azmi said that Koding 
suggested that if the closure of the schools 
or the restriction of the use of Chinese and 
Tamil on signboards contravened con- 
stitutional provisions, then the Constitu- 
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Koding: future in the balance. 





tion itself should be amended, referring 
specifically to Article 152 which 
safeguards the position of the non-Malay 
languages in the country. The judge said 
that the suggestion that Article 152 be 
amended made Koding technically guilty 
of sedition and punishable under the Sedi- 
tions Act. 

The fact that Koding was a first offender 
was proferred by his lawyer in mitigation. 
She also pleaded that Koding, who is a 
former magistrate and lawyer, would lose 
his seat in parliament if convicted. The 
judge's first point in considering mitiga- 
tion, however, was the law itself, when he 
said that until recently even an MP was not 
expected to understand why his privilege 
was limited in parliament. Azmi had refer- 
red this point to the highest court in the 
land, the Federal Court, for a ruling. 


he lord president of the Courts of Ma- 

laysia, Tun Suffian Hashim, presiding 
over the Federal Court of five’ judges, 
ruled in April that Koding's right of free 
speech in parliament was validly limited 
by parliament which had amended the re- 
levant article of the Constitution. The five 
judges also were of the opinion that it was 
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The emphasis at the moment, for example, 
is on banks and insurance companies to be 
controlled by bumiputras. People are Say- 
ing that it will become 51% quite rapidly. | 
That of course means one whole sector is 


EI iS Ee NOW THERE ARE TWO 


nities. Is that what is intended? THE MONTIEN POUR brio: dias iade —— 


We have not taken the whole sector 
away from the other communities. Of 
course it has not happened. The fact is that 
banks happen to have the kind of structure 
that lends itself to easy restructuring of 
shareholders — banks, financial institu- 
tions and big corporations. So unless you 
do it where it is possible, you cannot at- 
tempt to do it where it is impossible or 
more difficult. 





The clear answer then is that there is no in- 
tention of going about acquiring equity for 
bumiputras company by company or in- 
dustry by industry; just global. 

Yes just global, yes. 


not necessary to decide whether or not the 
Constitution may be so amended as to de- 
stroy its basic structure. But they did not 
consider that the right of free speech of the 
accused, as provided by the Constitution, 
formed part of the basic structure of the 
Constitution. 

Azmi, following the Federal Court rul- 
ing, found Koding guilty but his judgment 
clearly reflected not only the indepen- 
dence exercised by the judiciary here but 
also its reservations about the ramifica- 
tions of the so-called sensitive-issues laws. 
In passing judgment over a similar case 
when a Malay language newspaper, Utu- 
san Melayu, published an article head- 
lined “Abolish Tamil or Chinese schools 
in this country," High Court Chief Justice 
H. T. Ong in 1971 commented: “I can only 
express the hope that as and when the jus- 
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more distasteful laws passed in the after- 
math of the race riots will be increasingly 
challenged in a country where the demand 


for higher education is a politically explo- excellence will now be brought THE 
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i l erly. Their general approach ; tto determine. ex- 
| | is that Vietn mhas cin a to raise itse rden this represents. 
; rity, ha bs NETS, particularly 


| that Vietnam, 
anistan (fou 4 he cost of Viet- 
| B. and Poland epresent an enormous 
| financial drain that eventually will cause 
policy changes, while others argue that 
though the costs are not insignificant, they 
are not such as to influence the Kremlin's 
strategic thinking. ica. 
Whileon a visit to Mo: ow in  mid-1981, | 
: nam I attempted to draw. out-my Soviet hosts 
.| For the Sovie nion, an | institution- on the subject r general attitude 
Ww incomporates a daher fom- | alised association increases both the kind | seemed to be. $ $ n 
) eaucratic process. Annual (or’| and degree of influence that can be | have economic bite b t at. the Soviet 
sar) aid hori. or. instance, wielded, facilitates the planning. process. tomen D no: choi the than: to con- 
14 | and generally steadies the relationship. joan was ur 
This assumes Soviet skill in workinginside | 
close economic and military arrange- - 
ments. Soviet officials tend to dominate 
f| others, and should this break. through: to | 
| the surface in Hanoi it would cause serious | 
t neS, $, as would any move dais 
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bud jas trade | 
scour Vietnam in search. Y cxponable 
goods and seem determ edto remit every 
rouble they canto. equali: ld 

dous Soviet: Vietna nese tra dm 
. Unfortunately, poverty- stricken Nücthari 
“has little to offer beyond wicker baskets, 
lacquered rocks and. Montagnard. handi- 
crafts. Moscow does not take valuable 
commodities such. as. coal, which goes to 
Japan; because this would« eut into Hanoi's: 
scarce hard-currenc / earn Bs and i in the 





i =| Daa | Pike was for man years re- 

cognised as the leading expert on Viet- 
- | nam in the service of the United States 
i ne . Government. He now works for the In- 

| stitute of East Asian Affairs at the Uni- 
and | Versity of California, Berkley. He has re- 
. | cently completed the manuscript for a 
e | book entitled Vietnamese-Soviet Rela- 
' : mited | tions, intended for publication later this 
“4 oris more > expensive > than the year, from which some of the material in 


Ha-bashing aid supplied. for use jn 
bodia or the standard palace- guard | this article has been drawn, 


of aid used within Vietnam. It in- 
s complex air defence systems, ad- 
d aircraft, modern naval vessels and 
arms, albof which .come-with high 
gs. And, if Vietnam's generals 

à i and are permitted, to mod- 
upetade the : 












The most: delicate aspect. of Mosodu s s 
effort to rationalise the association has: 
been its: campaign. to secure greater ma- 
| nagerial authority in the Vietnamese eco- 
nomic system. Initially, in the late 1970s, 

j| this took the form of a Soviet demand for 
greater controls over the econom | 
| pipeline, from planning stage to end 
"However, since ase | 







ed by the ERE as seeking, to im- | 
prison them in an alliance, 
For both parties, systematised associa- 
tion perhaps can lock the two into a more 
common destiny than either realises. This | 
arrangement is only in its. incipient stage 
and could easily unravel, even in the face | 
|. of continued Vietnamese. “dependency, | 

though probably.it will continue at least as 
long as the current Hanoi leadership. ré 
: mains. | 













































thei impression. treated | at | E 
embrace of the Soviet mother. O E ob the Sevier: 
dle Vietnamese relationship in the 1980s 
is what might be called its more rationalor |c 
serviceable nature, an association de- : 
signed to be less of a strain, especially on. 
the Soviet Union, and generally more effi- | viet 
cient. The initiative in this clearly came | th: 
from Moscow which sought | nore objec- | o i l 
tively to assess Vietnam as a strategic | V 'tnames: T opsact $ Sa de~ 
-opportunity rather than an economic lia- | mand then. endorsed: bli ne Vietnamese i 
bility. .| ge frais Whether or 
The dollar cost of Indochina to the So- | so 
| viet Union currently is fixed at between. 
US$4 billion and US$6 billion per year, 
the spread being due to differing ways of 
| calculating the prices of oil, tanks and ce- 
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portedly were raised at all of the “summit” 
conferences held in the past three years in 
Moscow. In 1979, party chief Le Duan was 
presented with a series of “policy recom- 
mendations.” These included: that the 
Vietnamese Government be reorganised 
along Soviet lines; that the Vietnamese 
military and the militia be reduced from 4 
million to 1 million and the excess person- 
nel shifted to the agricultural sector; that 
the military be streamlined, modernised 
and made more cost-effective, and that 
Soviet monitors be assigned at all econo- 


mic levels in Vietnam, from national to. 


factory to commune. None of the sugges- 
tions was accepted. 

The following year the Soviet Union re- 
turned to the foray, this time concentrat- 
ing on personnel-change suggestions: that 
there be some forced retirements at the 
politburo and cabinet level and à purge of 
the incompetent, corrupt and pro-Chinese 
from the party. There were subsequently 
in early 1981 some personnel changes and 
a stepping up of purge efforts (which actu- 
ally have been going on in Vietnam so long 
as to be a permanent institution), but how 
much of this was due to Soviet pressure 
cannot be determined. 

In 1981, Soviet advisers concentrated 
on the need for cadre development and 
changes in the personnel structure that 
would improve the general level of quality 
and effectiveness. The Soviet Union of- 
fered to underwrite a crash training course 


to produce large numbers of economic ca- 


dres quickly. This was accepted and such a 
programme is now under way, apparently 
with considerable day-to-day Soviet invol- 
vement. 

Moscow also attempted, without much 
success, to force an end to the sinecure 
practice common in Vietnam which fills 
economic and educational posts with re- 
tired (and unqualified) military person- 
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Le Duan: Chinese needling. 





nel. It also suggested a refined system of 
aid monitoring by two-man teams, one So- 
viet and one Vietnamese who was Soviet- 
trained, which may have been accepted. 


o underscore the seriousness with 
which all of this is held, or perhaps to 
get Hanoi's attention, the Soviet Union 
ordered a series of aid-reduction gestures. 
It cancelled plans for the second enlarge- 
ment of the Bim Son cement plant, Viet- 
nam's largest, where earlier expansion 
work had gone so badly. It boosted sharp- 
ly the price charged Vietnam for Soviet 
petroleum products. And it began a selec- 
tive slowdown in commodity aid ship- 
ments, one which apparently is still con- 
tinuing. | 
As reported in the REVIEW (June 12, 
’81) unknown Vietnamese deliberately set 
fire to several warehouses in Haiphong 
port. The arson took place on the eve of 
the arrival of a high-level Moscow inspec- 
tion team, apparently to hide missing in- 
ventories — a cover-up which infuriated 
the Soviets. 
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One can sympathise with. Moscow in its 
attempts to assure better use of aid, even 
with its campaign to extract a bit more out 
of the Vietnamese economy. But this is a 
dangerous course. If continued it almost 


certainly will trigger a stubborn Viet- 


namese response that will prove to be self- 
defeating for Moscow. 

These then are the characteristics of the 
current Soviet-Vietnamese relationship. 
They and the forces they represent com- 
bine to create a linkage that probably will 
keep the two in close association for the 
foreseeable future, that is, into the late 
1980s. There is nothing permanent about 
the present close association, however. 
Moscow has had close relations with other 
countries that have ended suddenly, even 
when a breach seemed unlikely. China, 
Egypt and Indonesia are illustrations. 

The subject of break-up of Soviet rela- 


tions with other countries is one that needs ` 
much more study. A cursory examination - 


of such ruptures in Asia and Africa indi- 
cates they resulted from three factors 
working singly or in combination. Break- 
ups came because of reasons of exigency, 
that is, circumstances changed or a better 


offer came from elsewhere; because of 


leadership action, a change of leadership 


or a changed perception by the leaders of — 


Soviet motives-and purposes, and because 


of internal domestic flux which had no- _ 


thing to do with the Soviet Union but in 
which it became part óf the fallout. 


Potentially, all three of these are pres- 
ent in Vietnam, particularly the second — — 


development within the leadership. The 
aging politburo is now the longest-lived 
ruling group in the world, and one way or 
another there is going to be significant 
change in its membership within a few 
years and with it could come profound 
changes in the Soviet-Vietnamese rela- 
tionship. 


Come experience the opulent 
Sonargaon. With 350 thor- — 
oughly contemporary guest- 
rooms and suites, a palatial 
lobby, dramatic restaurants 


and a state-of-the-art executive | - 


center, it's uncontestably 
the beginning of a legend. 
VD 


(Sonaraacn 
ote 


| 


G.P.O. Box 3595 
Dacca, 


Bangladesh 
Tel: 315 001 
Telex: 642426 


Reservations: HONG KONG Tel. (5) 23 08 24 
SINGAPORE Tel. 25 00 642 

Sydney AUSTRALIA Tel. (02) 231-1125 
Tokyo JAPAN. Tel. (03) 214-3001 

or your nearest Utell International Office. 


Simply the ideal place to be. 


Pan Pacific Hotels 








gh ^ 
ri. vy 
addi Ls 















































we: n Japan i and So 
















| |. Months of often tier S dnd 
m Towed some of their. differ- 





adol in i Seul The US86 billion 
tal came’ from Presidént Chun Doo 
an himself. Well-informed sources 
ld the Review the president’s original 
quest was US$10 billion but that figure 
is deemed so outlandish that he was per- 
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on economic cooperation reach an mpasse 


Japanese. Govergiileht. decided it- would 


be unable to respond. immediately to any | 
new overtures from South Korea. The Ja- | 
panese Government does not expect any - 
| official talks to occur until the political tur- | 
| moil in Seoul subsides. 


. Besides domestic ; PX 
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it is clear that in- its aid request, . South’ Kor 


Korea.is tr | 
with Japan. Korean roots are buried be- 
neath the earliest soil of J apanese culture, 
an anthropological assumption seldom 






| acknowledged by the Japanese. But Japan | 
colonised the Korean peninsula twice, 


most recently from 19 10-45. 


Some analysts describe the bilateral ties. 
as a love-hate relationship, but itis hardto | 


find any love on either side for the other. 


The South Koreans grudgingly respect the | 
Japanese economic achievements, and the 
Japanese return the favour in admiring: 


rapid South Korean economic growth. 


. There is little sweetness left after that. 


One South Korean cabinet official put it 
this way: “There is a general feeling 
among [South] Koreans that the Japanese 


. are not gentlemen." 


Pp ne reason the aid talks have become | 


deadlocked is that few Japanese 


bureaucrats and politicians know very 


much about Chun and his close advisers, 


who took over only in December 1979. To 
these Japanese, used to dealing with Ja- 
panese-educated counterparts in Seoul, 
the new leaders represent the thug men- 


tality described in many Japanese 


stereotypes of Koreans. Now the South 
Korean Government is trying to avoid | 
being dominated by Japanese terms and - 
conditions. “We want to forget history | 
through this one big loan,” explains a 
| senior South Korean official, "so we can. | € 
say to our people, ‘Japan has done what it. 
could, we are true friends and no more | 
grievances should be maintained: " : 
.— Both sides have solid cases for their pre-- f 
| sent bargaining positions, South. Korea’ s | the 
| strongest arguments include: — . |a 
» South Koreaand Japan have a spécial 
| relationship, based on their cultural his- 
| tories, geography and the presente 
23 700, 000 cine? trea in J apan. 
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to redefine its relati nship : 


tions on military adv: 


| realsubstance of South Korea’ 
that the money was needed for develop- 








mentally. eive tie Pin UE "his 
used clumsy, if not stupid, negotiating tac- 


. tics throughout the ba gaining, a fact pri- 





vatély acknowledg some South Ko- 


gea n 
| rean officials. Their hardline position — 


stemming from Chun's original proposal 
of the US$6 billion - figure — ran 
roughshod over Japanese sensibilities. 

Further, the early linkage of the aid 
package to South Korea's defence needs. 
allowed Japan to question the entire issue - 
because of its own cons tituti ional prohibi- 









ignored the { 
s request — 


< On the other hand, Jap 
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ment of social infrastructure projects. In- 
stead, its officials used security considera- 
tions as a smoke-screen to.avoid dealing | 
with the Lec of Seoul's reques | 


to “encourage ier ds "to PUR i 
economic development that the US36 bil- 
lion n package could accelerate. — 
œ South Korea’s trade deficit. with Hi 
he next. five. years is expected 
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THE CASE FOR (AND AGAINS T) JAPAN 
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somewhere around US$16 billion was announced, a 

procession of American officials arrived in Tokyo to 
wheedle and plead, nag and bully the Japanese into doing some- 
thing about it. Now, with summer, it is the turn of the Europeans 
(combined Japanese trade surplus US$10 billion) to stream out, 
angry as soldier ants, to bite the hands that are oversupplying 
them with calculators and chemicals, cars and TV sets. The 
problem, we are told, is close to crisis point; neither Europeans 
nor Americans can tolerate any more Japanese duplicity, stub- 
borness or unreasonableness. 

Accents differ, but the pattern of protest has been strikingly 
uniform. Japan, urged Dutch Economic Minister Wim Dik, 
should open its market further to “correct” the Netherlands’ 
trade deficit with Japan, US$1.5 billion in 1981. Trade barriers 
should be removed, he said, to allow more imports of Dutch 
cheese and chocolate (the Dutch have more or less given up on 
tulips, now that Japanese lilies are blooming along the side of the 
Zuider Zee itself). 

Meanwhile, back in Eindhoven, the president of Philips 
Gloeilampenfabriek, Wim Dekker (the engaging name Wim is, 
by the way, a casual, with-it abbreviation of Willem), called on 
the electronics industries of Europe to unite against the Ja- 
panese, adding: “European electronics makers cannot fight the 
Japanese competition for long if we engage in a long battle. 
The fate of the shipbuilding, car, camera and motorcycle 
industries has shown this.” Philips, incidentally, have made an 
immense bundle licensing their inventions to Japanese 
manufacturers. 

Close behind the rumbling Dutch came French President 
François Mitterrand to complain in person about his country’s 
US$1.6 billion trade deficit with Japan last year. “Is it normal 
that, with twice as many people as La France, Japan imports less 
than half the quantity of industrial products that we buy every 
year from our trading partners?” he asked, bringing /a méthode 
Socratique to bear on the problem. “Is it logical that with com- 
parable living standards, Japan imports five times fewer manu- 
factured products than my own country, which some [read 
everybody] would accuse of protectionism?” 

In public, Monsieur le President showed a seigneurial disdain 
for the sordid details of trade, though he was reported as private- 
ly pushing the merits of the French-assembled Airbus A300. 
This led Japanese commentators to recall, with glee, the days 
when General de Gaulle said he was too busy with affairs of state 
to have much time for then prime minister Eisaku Sato, “that 
Japanese transistor radio salesman.” Members of Mitterrand’s 
entourage did, however, manage to get a small reduction on the 
tariff on French brandy and approval for the importation of 
French flour to make croissants, and interest the Japanese in 
buying French helicopters and nuclear technology. 

All but lost in the crowd of protesters was this writer’s own fa- 
vourite, the Portuguese State Secretary for Foreign Trade, Sen- 
hor Fernando Faria de Oliveira. With all its glorious past, Portu- 





E this year, when a two-way trade surplus for 1981 of 
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gal is not a big country (pop. 9.5 million), but its problems sound 
all too familiar. “The present trade flow between Portugal and 
Japan shows a very dangerous trend,” said Oliveira, adding that 
last year the deficit with Japan hit a record US$316 million, im- 
ports outvaluing exports 10-1. “Portuguese imports from Japan 
are mainly industrial goods and exports are raw materials and 
agricultural products,” he disclosed, adding: “This pattern is by 
itself another reason for serious concern to the Portuguese au- 
thorities.” 

Portuguese, like everyone else, seem to be buying more Ja- 
panese stuff than they can afford. “I am convinced that our trade 
deficit with Japan can and should be compensated by way of the 
increase of Japanese investment in Portugal and also by way of 
the involvement of Japanese enterprises in the promotion of 
growth industries in Portugal,” said Oliveira, adding that the Ja- 
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The dynamic forces that 
shape world industry begin 
with the judgment of interna- 

tional bankers, who monitor the broad 
spectrum of business around the world. 
Their foresight and receptivity to new 
concepts, their perception of com- 
plex interrelationships make 

progress possible. 


Established in 1880 


With offices in all the 
great cities in the world, 
Mitsubishi contributes to their 

commercial and industrial development, 
as well as helping foreign corporations 
already in Japan, and those planning 
to enter the market. All part of 
Mitsubishi's total banking ser- 
vices for over a hundred years. 


M IT » U BISH i BAN K Beginning another century of service. 


HEAD OFFICE: 7-1, Marunouchi 2-chome, Chiyoda-ku. Tokyo, Japan OVERSEAS OFFICES: New York, Chicago, Los Angeles, Houston, Toronto, Mexico City, 
Caracas, London, Düsseldorf, Frankfurt, Paris, Zürich, Madrid, Tehran, Bahrain, Seoul, Singapore, Hong Kona, Jakarta, Sydney, The Mitsubishi Bank of Califor- 
nia in Los Angeles, Mitsubishi Bank (Europe) S.A. in Brussels, Mitsubishi Finanz (Schweiz) A.G. in Zürich, Banco Mitsubishi Brasileiro S.A, in Sao Paulo, 
Mitsubishi international Finance Limited in Hong Kang ASSOCIATED BANKS: Japan International Bank in London, Libra Bank in London, Australian International 
Finance Corporation in Melbourne, Thai-Mitsubishi Investment Corporation in Bangkok, Diamond Lease (Hong Kong), Liu Chong Hing Bank in Hong Kong, P. T, 
Indonesian Investments International in dakarta, Ayala Investment & Development Corporation in Manila, Amanah Chase Merchant Bank in Kuala Lumpur 


Shopping for steel technolosy 
is just like anything else. 
Most companies try to buy the best. 
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A E Over 100 miles in length, it will help 


Very often that's the 





time they'll come to us, & "^T 7^ 

Sumitomo Metals, the & 

world's 6th largest steel k 

company. Sumitomo has acquired 

a reputation for having some of the most ad- 

vanced steel technology in existence. We've 

assisted many steel companies in the United 

otates, France, Spain, Italy and elsewhere. 
Sumitomo Metals has also assisted in 


building many major steel construction projects. 


For example, we've recently helped supply 
the pipe and construction necessary for an 
on-shore natural gas pipeline in Thailand. 





” reduce Thailand's near-total dependence 
on imported energy. 

And in Hong Kong, Sumitomo recently 
helped construct the steel framework for the 
37-story United Centre Building, as well as 
designing and supplying the steel for the 
framework. 

Sumitomo Metals takes great pride in the 
technical assistance it has provided to Asian 
countries and to many other countries around 
the world. In the spirit of international co- 


operation we hope to continue in this vital role. 


& SUMITOMO METALS 


bh SUMITOMO METAL INDUSTRIES,LTD. Tokyo & Osaka, Japan 


SINGAPORE OFFICE: Tower 2002, DBS Building, 6 Shenton Way, Singapore 0106 Phone: Singapore 220-4697 Telex: RS21194 
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Texas sets records in energy production. 
And that strengthens our financial record. 


Texas has been the mainstay 
of U.S. energy production 
since the 1900s. For 1980 
alone, the State of ‘Texas pro- 
duced 31.1% of the nation’s 
crude oil and 35.5% of the 
nation’s natural gas. 

Strength in drilling activity 
also continued. In 1980, both 
the U.S. and Texas broke drill- 
ing records set in the mid 1950s. 
Texas was the site for 19,700 
new wells; almost one-third 
of all the wells drilled in the 
entire country. 

The record setting pace 
should continue. 

Besides leading the nation in 
proven reserves of natural gas, 
natural gas liquids and hydro- 
carbons, Texas shows potential 
for new discoveries as well. 

In 1979, the Petroleum 
Information Corporation re- 
ported that three of the state’s 
geologic areas were the top 
areas in the U.S. for new field 
exploratory wells. 

With 13 of the top 50 re- 
fineries located in Texas, the 
state accounts for 28.3% of the 
country’s refining capacity. 


And, as a home base for many 
energy companies, Texas 
promises to play an equally 
impressive role in developing 


and implementing new energy - 


sources in the future. 

In addition to all this, Texas 
also produces all the graphite 
and magnesium in the country, 
supplies over one-half of the 
country’s sulfur and ranks 
second nationwide in cement 
production. 

In fact, over $1.4 billion 
worth of metallic and non- 
metallic minerals were mined 
in Texas in 1979. And with the 
state's strong mineral resource 
base, the mineral industries 
promise to be even bigger 
producers in the 1980s. 

Other minerals are big 
producers. 

Even if you exclude oil and 
gas, Texas’ mineral resource 
base is exceptionally strong. In 
1979, Texas ranked 10th in the 
nation in coal production and 
third in production of yellow- 
cake from uranium deposits. 
And these two fuel minerals 
are becoming increasingly 
important as supplements to 


traditional oil and gas resources. 
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First City National Bank of Houston 


City Bancorpora 





We have an energy stronghold. 
First City National Bank of 
Houston is the largest financial 
institution in he largest city in 
Texas. In times of growing ener- - 
gy demands. our dominance in 
this energy capital places us 















right in the middle of the action. 


We're the lead bank of First 
ation of Texas, 
a statewide bank holding com- 
pany of more than 50 members 
which has total assets of more - 
than $14 billion and deposits of 
more than $10 billion. Of these 
deposits, over 6096 were contri- 
buted by First City National 
Bank of Houston. 

. We've played an important 
role in the growth of Texas' pe- 
troleum and mining industries. 
And we're in a strong position 
to capitalize on their future 
expansion, as well as on the 
development of manufactur- 
ing, construction, agriculture, 
transportation and commerce. 
At First City, we know we have 
what it takes to participate in 
all the areas that contribute 
to the great financial state 
of Texas. 








Member First City Bancorporation of Texas, Inc., a bank holding company with more than 50 member banks throughout Texas. 


MAIN OFFICE (International Division), 1001 Fannin, P.O. Box 2557, Houston, Texas 77002, Telephone: (715) 658-6670, 


Telex: FIRSTBANK 762429, Robert C. Howard, Executive Vice President; 


LONDON BRANCH, 99 Bishopsgate, 20th Floor, London EC2M 3XD, Telephone: (441) 628-2491, Telex: 883335, 
Incorporated with limited liability in the U.S.A., J. Pat Parsons, Senior Vice President and General Manager; 
SINGAPORE BRANCH, 2307 Ocean Building, Collyer Quay, Singapore 0104, Singapore, Telephone: (65) 222-4903, 


Telex: RS 25478, Harry F., Koolen, ]r., Vice President and General Manager; 


FAR EAST REPRESENTATIVE OFFICE, TOKYO, New Tokyo Building, Room 309, 3-1 Marunouchi, 3-chome, Chiyoda-ku, Tokyo, 100 Japan, 
Telephone: (813) 213- 1055/6, Telex: 123759, Naonobu Okuda, Vice President and Senior Representative; 
MIDDLE EAST REPRESEN TATIVE OFFICE, BAHRAIN, Manama Center, Suite 505— Section 1, P.O. Box 26622, Manama, State of Bahrain, 
Telephone: (973) 230-979, Telex: BN 8547, Raffi D. Krikorian, Vice President and Representative; 
NASSAU BRANCH, P. O. Hox 2557, Houston, Texas 77001, Telephone: (719) 658-6048, 


Telex: FIRSTFOREX HOU 775983, Carlos Baez, Senor Vice President 
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Handle the M25 mark III Like a Pro 





in 5 Days With PIPS Software. 


Super Easy — Even the First Time. 
The Portable M23 mark III. 


If you think special training is necessary 
to become a computer operator, think 
again. The M25 mark Ill microcomputer 
has SORD's original PIPS (Pan Information 
Processing System) software built-in. This 
eliminates the need to program and 
makes you an expert in almost no time. 


PIPS Revolutionizes 
Information Processing. 


No-programming PIPS software in the com- 
pact, lightweight M25 mark III means all 
staff members can easily handle routine 
business data processing. Simply type out 
easy commands and PIPS does the rest — 


enters new data, edits, calculates, retrieves, 
searches, sorts and graphic display of 
analysis data. 


Main M23 mark III Features. 

è Largest standard memory — 128K byte, 
with 64K bit dynamic RAM chips. 

e Compact portability permits operation 
anywhere with optional crystal display, 
CMOS-RAM cartridges and battery pack. 

e Graphic function. 

e Wide-range software including, BASIC, 
UCSD PASCAL, ASSEMBLER, FORTRAN, 
COBOL, PIPS and Word Processing. 

è Virtually unlimited expandability. A 
choice of microfloppy, minifloppy, 8” 


floppy and 5” hard disks and many M23 
cartridges. mar. k i / / 





Isoma No. 2 Bldg., 42-12 Nishi-Shinkoiwa 4-chome, Katsushika-ku, Tokyo 124, Japan 


SORD COMPUTER SYSTEMS, INC. phone: (03) 697-8563 Telex: 2622393 (SORD J) Cable: SORDCOMPSYS TOKYO 
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Good financial strategy 
demands a bank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 
Fuji Bank, through its ever expanding international network, a 
is more than able to assist you with strategically located branches, -Independence Maffument in Mexico City. - 
agencies, representative offices, subsidiaries and affiliates throughout ur ede ty = 
the financial capitals of the world with assets of more than = == === 
81 biilion U.S. dollars. 
Talk to our international staff. They’re well prepared 
to offer you diversified financial services and 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


A FUJI BANK 


Tokyo, Japan 


Fuji Bank's Overseas Network 

Hong Kong : Singapore - Seoul « Jakarta: N 
New York * Chicago - Los Angeles - 
Tehran - London - Düsseldor - Zur 
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i had dinem tach to celle what 
codfish, spiced sausages and 
None of these were ‘exactly fast- 
mq | ke-drinking, Buddhist fish-catching 
: apanese. The Portuguese, in short, had nothing to trade with. 
<> Ever resourceful, however, they. found that Chinese products 
old well in Japan and could be bought cheaply through the Por- 
uguese colony at Macau, still a great place for port wine and 
ied codfish. The Portuguese therefore pioneered triangular 
e, whereby a deficit somewhere is made up by a surplus 
“somewhere else, their own contribution being freight and mer- 
-chandising services. Business flourished and the Portuguese had 
a glorious half-century as the world’s leading trading nation until 
they were ousted from depu and many GET Saal by the 
Dutch. E 


Apart from fire 
Portual has 
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! n 1610 Shogun leyasu SES €— die ultimate trade 
b y burning the Portuguese vessel. Madre de Deus 
and crucifying her crew. The following year he ordered all 
leav Japan, except the forerunners of Philips (the 
: to maintain a tiny trading post in Nagasaki 
hai jour) and Japan's long and formative period. of isolation 


from the world had begun. 









So Portugal’s s first experience of trading : with the J apanese 


went up in smoke, but it has a lesson for Portugal (and the rest of 
the world, d, toe) y which has not b dii The DINE seem to 





This FOCUS was written i in um E Murniy Sayle (The 
— . Case for [and against] Japan), Mike Tharp (Trade 
l Relationships) and Hikaru Kerns (Japanese Attitudes 
and Investment). Susumu Awanohara contributed 
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| bring world trade to à shuddering halt. 


fund for Portuguese industrial development and begi 
- Portuguese workers how to make things for export: butt 
German camera firm Leitz did exactly that, and Po ugi 
. made Leicas have not halted or even noticeably slowed 


- France is for once on the side of the big battalions. 


benc n ME these are Oliveira’ s food uf 
tural products}. Portugal has failed to modernise i its e 
whilé Japan has resoundingly modernised, some sa’ 
modernised, its a as industries. 


lateral tade which is pae if Tay appli edi we 


Of course, it would be Christian of the. Japandse to. of 


lentless invasion of European markets by Canon anc 
Olympus and Minolta. The remedy for Portugal's 
would seem to lie in Portuguese hands, if anywhere, with 
huge Japanese pues only the symptom of the problem, n: 
the cause. 

Still, it is only human to suspect that those who prosper wh 
others falter or fail are doing so by cheating. "Lord, why d 
wicked flourish as the green bay tree, while the righteous e: 
bread?," the prophet Job asks? Or, as Mitterrand pu 
does Japan import, proportionately, less than half th 
of manufactured goods that France does? It is notsu 
he uses the trading pattern of France as his test of what is 
and logical (he is not president for nothing), but in this r 






LU 


Quite apart from sleeping on the floor and eating with 
sticks the Japanese certainly do have a pattern of trade diffe 
from that of the rest of the industrial world, or at least tł 
of it which is of European origin and uses knife and fork. J: 
more sophisticated critics have fastened on this differe 
prime source of the world's troubles: if the Japanese o 
their market they would buy like everyone else, their 
tern would become normal and happy days would 
: The han e that Japanese are different from: oth 2 











JAPAN ‘89 | 


even in their economic behaviour, obviously has a lot of truth in 
it. They seem slow to invest their money abroad and, when they 
do, it is close to home (half of Japan's external investments are in 
South Korea). Unlike the residents of (say) Hongkong, they do 
not drink much French brandy, even when they can afford to. 
They do not go on strike very often. They do not seem to mind 
changing from one kind of job to another (factory to office work, 
and then back again, for instance) or moving about in Japan, 
even leaving their families behind, but they work for one com- 
pany all their lives. 

Faced with. labour shortages, they have accepted no immi- 
grants or guest-workers and they seldom go abroad themselves 
in search of better pay. They save a lot of their incomes when, 
according to their foreign critics, they should be helping the 
world along by buying brandy and cod, US cars and British rain- 
coats. Economically, they are definitely odd men out. 

The pattern of Japanese trade is certainly different, or “ab- 
normal" as Mitterand puts it, though whether this is grounds for 
suspicion is another matter. In 1980, for instance, manufactures 
. were 54.6% of imports into the US and 57.9% of those into West 
Germany. Only about a fifth of Japanese imports are manufac- 





 bution J apan ranks with Sweden and Australia as an outstand- 


ingly fair-shares community. 

To this bizarre behaviour, we might add the fact that Japan is 
still the only major industrial power of non-Christian origin. 
This, some people think, explains the rest: untouched by Chris- 
tian charity, the Japanese are looking out for No. 1, even selfish- 
ly denying themselves foreign luxuries in a-drive towards world 
economic hegemony. This ties in with another complaint against 
Japan: they spend only about 1%_of their GNP on arms, another 
selfish act of self-denial, while Christians and ex-Christians are 
managing to find anything from 5-15% of their GNPs to buy 
weapons. And, even here, the Japanese refuse to import but 
persist in trying to make their own, the only exception being 
their (rather niggardly) purchases of US aircraft. 


terms, the worlds most literate people, they are of 

course well aware of foreign criticism featured every 
day in the Japanese press along with news of approaching ty- 
phoons and other disagreeable acts of nature. Indeed, the minis- 
try most concerned with these matters, the Ministry of Interna- 
tional Trade and Industry (Miti), itself confessed in its 1981 
white paper: "In the process of Japan's economic development, 
little progress has been made in the adjustment and integration 


H ow does all this look to Japanese? Being, in percentage 


French travelling electronics salesman President Francois Mitterrand and Emperor Hirohito. 


tures and the proportion changes little: it was 21.196 in 1960 and 
22.8% in 1980, though Japanese exports in those two decades 
grew from US$4 billion to US$100 billion and Japan is now pro- 
ducing a staggering 10% of the world’s gross national product 
(GNP). As Japan climbs the technological beanstalk, raw mate- 
rials are proportionately a smaller and smaller share of imports; 
oil and other forms of energy now make up half of Japan’s im- 
port bill — energy which is mostly used to make more exports, of 
course. 

This odd conduct would seem, however, to have some com- 
pensations, especially for Japanese, or perhaps only for Ja- 
panese. They have the longest life expectancy in the industrial 
world and the lowest unemployment. (The official figure is 2.3% 
- of the labour force, but Japanese are accused of disguising their 
unemployment, for motives never explained. By any count, 
however, it cannot be more than 4%, less than half the rate of Ja- 
pan's industrial competitors.) In terms of the ownership of 
wealth, Japan has easily the most egalitarian structure among 
major industrial powers (the top 1% in Britain, for instance, 
own more than the bottom 80%) and in terms of income distri- 





of its industrial and trade structure with those of other advanced 
nations, and hence in the horizontal division of work between 
Japanese and foreign industries." 

This sounds like a plain admission of guilt. The world's work 
has been incorrectly divided, with the Japanese doing too much 
of it. Foreign critics keep pleading, not for a permanent brake on 
Japanese productivity, but for a breathing space while the rest 
catch up. Even Portugal, said Oliveira, will produce *new and 
better products" as soon as it joins the EEC, just as Britain was 
going to do a decade ago and West Germany actually was pro- 
ducing for a while, until the Nipponese hare again started to 
streak away from the Teutonic tortoise: 

What is stopping the Japanese obliging everyone and falling 
into line? All they are asked to do is produce less and consume 
more, which is most people’s idea of fun. To busy politicians, 
their lives uncomplicated by thought, it must all seem so simple. 
Nor are the Japanese helping international understanding by 
promising to do their best, in the polite oriental manner (thus 
adding hypocrisy to their other sins) or blaming everything on 
high US interest rates. ; 
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putes grow ever more stirrer sf 






US semen superior to Australian, for im- 
proving the productivity of Japanese 
cows? Would Japanese buy more Califor- 
nia oranges if they-could, or would they 
prefer Israeli? Can Kobe steak be cut from 
kangaroos? These,;problems may well 
have no answers. Japan exports to the 
world but operates on principles different 
from those of all the other trading nations, 
shaped by Japan's unique history and cul- 
tural traditions. In these, rather than in 
the fabled cunning of Japanese customs 
officials, lie the roots of the present con- 
flict, at least for this non-trading observer. 


e left Shogun Ieyasu Tokugawa 
W back in: 1610,;, banning Portu- 
: guese, outlawing Christianity and 


then expelling all foreigners except a 





handful of Dutchmen who, according to 


the Portuguese, persuaded him that they 
were not Christians: on: the grounds that 
they were Protestants. The shogun had 
nothing against foreign trade per se. On 
the contrary, he tried to corner it for him- 
self and the shoguns got a cut of every- 
thing the Dutch managed to bring in 
through Nagasaki. Similarly, the first To- 
kugawa shogun was broadminded on re- 
ligious matters and at one time showed an 
interest in taking up Christianity himself. 

His worry was that foreign goods 
brought with them foreign ideas. After 
some 250 years of civil war, banditry and 
bloodletting the shogun’s first concern 
was for Japan's internal peace and har- 
mony. A foreign religion, especially one 
that branded all other religions as false, 
was obviously going to lead to trouble. 
What is more, Christian missionaries and 
traders had already softened up the Philip- 
pines for Spanish conquest and might well 
do the same to Japan. When he observed 
southern Japanese taking to cake and 
Christianity as eagerly as their compat- 
riots later took up. baseball and Coca- 
Cola, the shogun’s mind was made up: not 
only the foreign religion but all contact 
with foreigners must cease forthwith. 

Instead, the Tokugawa rulers imposed 
on Japan their own brand of neo-Con- 
fucianism borrowed, like so much of the 
Japanese cultural heritage, from China. 
After being so brutally bad-mouthed by 
the late Mao Zedong and his wife the sage 
has been getting a lot of exposure in the 
REVIEW lately and, in the opinion of this 
correspondent, very properly as his teach- 
ings have been vital in shaping four great 
civilisations: those of Japan, Korea, Viet- 
nam and China itself: Confucianism is 
hardly a religion at all in the Western 
sense or, more exactly; it offers an ethical 
and social code rather than a way for indi- 
viduals to get into Heaven. But as a shaper 
of societies, Confucius has had at least as 
much impact as any of oe major religious 
teachers. 

‘Confucian societies are typically benign 
bureaucratic dictatorships, where rulers 
exercise their authority: by setting a dig- 
nified example while officials, qualified by 
study and examination, do the actual gov- 
erning. The ordinary man is expected to 
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solid one day 
a ne the next, 
p sometimes a 935? 


tha evo | in question is energy, and it’s coal from one 1 
destination, Crude oil from another. And more and more often, liquid | 
propane. gas as well. m e 

You deal with it by building ships: Special carriers designed to 7 2 
carry these energy fuels in a safe, efficient manner. NYK has these | ` 
types of ships in service now. More are planned as energy needs PE 
change and newer energy sources are discovered. E + 

At present Japan derives about 70 percent of its energy  . i ADS 
requirements from petroleum. Other nations too rely too heavily on rE-- 
petroleum. And that's not good. We're recommending that reliance of z 
petroleum be cut back by using alternative fuels. That's why we are DE 
operating coal carriers, LPG and crude oil carriers—and planning 
newer fuel carriers. Mc 

We know this is not the complete answer to the energy problem, E 
but it's part of it. It may be part of EV 








yours too. So why not give us a call. : E. 
Let's work together by diversifying e 
into other sources of energy because mc 
we have the kind of ships to carry the . : Es 


fuels safely and efficiently. 
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Charting a course 
for tomorrow as well as today. 
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N.Y.K: (fhailand) Co., Ltd., 1041 Silom Road, Bangkok, Thailand Tel: 233-4377 Agent: Borneo 
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^ dai part bytan Work; in return for which the authorities will 
- look after him. ‘Confucian societies revere the past and shun new 
ideas. They are unreceptive to new technology, to the entre- 
_ preneurial spirit which seeks to profit from social change, and to 





be 


B. the military. A Confucian society is supposed to defend itself, 
. Should the need arise, by converting invaders to its obviously 
/! (Superior moral outlook. 


g we 
; a 


"The teachings of Confucius do not really suit the basic Ja- 

: E Bas personality, as anyone who has witnessed the dramatic 
ange in his Japanese friends after a few rounds of sake can tes- 

__ tify. However, the shoguns’ system kept the peace in Japan until 
dh ~ the middle of the last century, when it collapsed under the com- 
| bined weight of social stagnation inside Japan and renewed for- 
via eign threats, namely Americans hammering at closed Japanese 
ded ports demanding to be allowed in to trade (an impatience they 
cud now regret) and the ominous approach of European colon- 
EL in the shape of the easy British victories over the revered 

a in the Opium Wars. 

-. There followed, in 1868 or thereabouts, the event Japanese 
4 4 cal the Meiji i Ishin which Westerners variously describe as a res- 

= toration of the authority-of the Japanese emperor, a revolution 
: to depose the shoguns, a counter-revolution to establish a new 

prosunate or the introduction of capitalism into Japan. 

. It may, however, be more useful to view this historic turning- 
po through Asian eyes, Japan being, as Mitterrand has no- 
_ ticed, in Asia. Alongside the Confucian tradition runs another 
one and, indeed, it triumphed over the sage's ideas in his own 
E It is called by Westerners "legalism" and it teaches the rule 
not of reason but of force. To be rich is the prime aim of life, said 
the legalists, and the strong tend to be rich because they can take 
it from the weak. The slogan of the legalists, Rich Country 
t. 2 — Strong Army, was adopted by ambitious young Samurai and 
= fich merchants who pushed through Japan's Meiji restoration, 
: 2a 4 with consequences we are still living with. 
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Stonehenge 

On England's 

Salisbury Plain stand 
these gigantic prehistoric 
remains of Man's early 
attempts to understand his 
universe. 
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Siak and Confuc C iani: re no o t st tr rict ali e Moves but E 
lencies. Like das and sour, or the Piosstant 
and Catholic traditions of Europe, they can co-exist though one 
or the other is usually dominant. Legalism is highly receptive to 
technological progress, especially military technology, and 
looks favourably on entrepreneurs. It has no objection to violent 
social change and so all Asian revolutionaries tend to be more or 
less legalist in their outlook. 

However, societies composed of nothing but revolutionaries 
tend to dissolve usually into chaos, as the Chinese discovered in 
their Great Leap Forward fiasco. Powerful as new ideas may be, 
someone has to do the work and the human race has yet to pro- 
duce a more diligent or conscientious worker than the typical ci- 
tizen of a Confucian society. Such societies, with their respect 
for education, order and effort, have a tremendous potential for 
production, especially i in repetitive work in rice. paddies or as- 
sembly lines. They have also, when legalists loosen the restraints 
of custom and moderation, an immense capacity for aggression. 
So far, of the four Confucian societies, only the Japanese, in a 
contradictory, often self-defeating fashion, have even come 
close to getting the recipe right — old and new in the most effec- . 
tive mixture. p 
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n the beginning, the new Japan which followed the Meiji re- 
D seemed to be a model of aaeain and is still 

offered as an example to the world’s undeveloped. With a 
legalist leadership, Confucian bureaucrats and a deeply tradi- 
tional, disciplined labour force, Japan took off like a rocket, ap- 
parently on Western lines: a stock exchange, parliament, politi- 
cal parties of Right and Left, golf and scotch whisky — all this 
suggested that Japanese actually wanted to be Western. 

A closer look, however, would haye: shown that the first Ja- 
panese industries on Western lines were the Mitsubishi ship-. 
yards and armaments works started by the.government. The 
heaviest industry came first, consumer goods a long way behind, 
only coming to be really important in Japan in the past two de- 
cades — a pattern of modernisation much more like the Soviet 


Social welfare is a subject of serious consid- 
eration in most modern societies. Man in the 
twentieth century accepts his responsibility to 
bequeath to the next generation a. Society better 
than his own. Daiwa Bank is. not unique in ac- 
cepting this responsibility, but Daiwa is unique in 
making acceptance of this role in society an 
integral part of their banking service. 

Daiwa is the only Japanese city bank to 
combine banking and trust business. Daiwa is thus 
a fully integrated banking institution, comprising 
banking, international financing, trust, pension 
trust, and real estate business. This integration is 
part of our effort to fulfil our social responsibility 
consistent with society's needs Im a contemporary 
environment. 
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Head Office: Osaka, Japan. E 

London Branch: Winchester House, 77 London y Wall, London EC2N 1BD 
Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 
1, F.R. Germany. Singapore Branch: Tower 8001-3, DBS Building, 6 Shenton 
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House, 19, Des Voeux Road, Central, Hong Kong. New York and Los Angeles 
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Vancouver Representative Offices. Subsidiaries: Daiwa Bank Trust Company, 
New York; Daiwa Bank (Capital Management) Limited, London. Affiliates: 
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Union’s than that of any Western country. The first fruit of Ja- 
pan’s modernisation was not a rising living standard at home, 
but war — first against China then the astonishing victory of 
1905 over Tsarist Russia and the acquisition of Korea and 
Taiwan as colonies. ^ | 

This looked, at the time, rather like the empire-building of the 
Europeans — to Europeans. The driving-force was not, how- 
ever, a class of Japanese merchant adventurers trying to make 
their pile and retire to the Japanese home countries. The Ja- 
panese state built thé empire on lines pioneered by legalists in 
China long ago. Its effect, too, would have won the enthusiastic 
endorsement of the légalist school: the Japanese empire im- 
posed on Koreans and Chinese the stresses and strains of Japan's 
modernisation, leaving the home islands as peaceful as they had 
been under the Tokugawa shoguns. 

In this respect, as in so many others, Japan seemingly ran 
against the current of history. Elsewhere, societies which try to 
push through a revolution from the top usually get an unplanned 
one from the bottom as a long list of examples from England to 
Iran attest. Modernisation is everywhere an explosive business, 
and Japan's followed the standard pattern of uprooting farmers 
from the land, luring or driving them into cities and putting them 
to productive factory work. But in other Asian countries, the 
cities have been swamped with landless peasants, the schools 
drowned in children, capital is liter- ! 
ally swallowed up in keeping people 
alive and population outrunning 
economic growth (India and In- 
donesia are good examples.) 

Things went differently in Japan. 
Industries were located where the 
government directed, widely dis- 
persed. Surplus Japanese population 
moved to Japan's colonies, food 
flowed back to Japan — but at a care- 
fully regulated pace, easing the trans- 
fer of Japanese farmers to the cities. 
By Asian standards, Japan has never 
had either a landless peasantry or 
urban slump. In Korea and Taiwan, 
however, and later in Manchuria, 
modernisation proceeded in the 
lopsided fashion . usually found 
in colonies with attendant and con- 
tinual grumbling against Japanese 
rule. Imperial Japan was Con- 
fucianist at home and legalist abroad, 
just as so many European empires 
were democracies in the mother- 
land and tyrannies overseas. 

Japan’s two astonishing bursts of modernisation have had, 
however, little to do with the empire, but have followed the two 
world wars. In both cases they were preceeded by injections of 
Western technology, by-products of the fighting. During World 


War I many new Japanese industries, not directly military, were: 


started to supply the hungry world market and Japan’s first ra- 
dio, typewriter, electric fan and Western-style cutlery were pro- 
duced. The new industries brought a new style of Japanese en- 
terpreneur, not a samurai or a bureaucrat, but a small man — 
often a former blacksmith or sake brewer — who bought a few 
machines, hired some workers and tried his luck. 

This is the period Japanese call Taisho democracy (the reign 
of the Taisho emperor was 1912-26), the time when Japan was 
closest to the West, economically and psychologically. People 
often left their jobs, for instance, and labour turnover was 
gold) 0% a year, higher than in many Western countries. For- 
eigners invested in Japan and Japanese invested abroad. Self- 
made Japanese millionaires began to appear, along with trade 
unions of a Western kind and rebellious youth — Marxboy — 
who questioned Japanese (Confucian) values and his girlfriend, 
the Mogo, Modern Girl or what Westerners called a flapper. In 
the expanding world market of the 1920s, no one complained 
about cheap Japanese exports and no one then accused Japan of 
being illogical or abnormal. 

The first great world depression hit Japan, the newest indus- 
trial power, specially hard. The market for the one product in 
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which Japan had a world monopoly, silk for women’s stockings, 


collapsed bringing hunger and unrest to the Japanese country- 
side. Textiles and light manufactures on which much urban em- 
ployment depended, crashed as Japan’s export markets were 
slammed shut and the quick fortunes of the 1920's evaporated, 
In Britain and the US people took to the dole, in Germany to 
national socialism. In Japan reaction to the depression, correctly 
seen as of wholly Western origin (so what else is new?), was to 
swing away from the West itself. Marxboys disappeared or were 
locked up, Western-style trade unions were suppressed. J apan 
drifted into new Asian wars and at home a new economic system 
began to emerge to supply the needs of war. 


ven in Japan’s comparatively individualistic 1920s, 
Western-style employment practices never invaded the 
Japanese Government’s armaments factories. In princi- 
ple, everyone in the arms trade worked directly for the emperor, 
work was a sacred national trust; there were no shareholders (or 
they had no say in the operations of the enterprise) and getting 
the sack was a disgrace, only to be atoned for by suicide. Em- 
ployment was therefore for life, strikes unthinkable and patrio- 





Farmers: their protection from competition means higher food costs. 


tic trade unions were actually the personnel departments of the 
companies. 

As Japan’s great war ran its disastrous course, the entire ur- 
ban population and many drafted farmers were eventually work- 
ing in government armaments factories. Finance came from 
government-directed banks, production targets were fixed and 
raw materials, such as there were, allotted by the dreaded all- 
powerful Ministry of Munitions, now renamed Miti. Japan be- 
came the first Asian country with extensive experience of organ- 
ising rice farmers into factories to turn out sophisticated pro- 
ducts like aircraft. Wartime rationalisation of industry began the 
process of decentralising production, whereby shoals of small 
subcontractors feed components at exactly the right moment to 
a central assembly point: the same system which, for instance, 
has made Toyota the most efficient producer of motor cars in the 
world. 

In short, it was during the war years that the traditional Ja- 
panese employment system was born or, to be more precise, re- 
constructed out of ancient, half-forgotten elements: and during 
the war years too most of the Japanese big land-owning class dis- 
appeared, well in advance of the post-war, well-publicised US 
land reform. Wartime Japan was the first example of a Confuci- 
an society waging total war, the explanation both of Japan’s 
stubborn resistance and of many of the dazzling industrial 
achievements which followed the inevitable defeat. It marked, 
too, the eclipse of Western-style individualism in Japan, the as- 
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for post-war Japan, crawling Gi out of the r ruins, hee was 
back to the self-contained, shumbering Confucian socie- 

F theshoguns. The population was approaching 100 million 
her 8 million came back from the lost colonies. The path 
jnquest was blocked, probably forever. The urgent need was 


ething to eat; longer-term, to get the US army of occupation - 


without giving the Soviets provocation or excuse to move in, 
ally to recover national independence. Japan's posi- 

assets were its diligent population and bureaucratic institu- 
lich had in wartime directed it to extraordinary feats of 
uction, a structure left untouchéd by the Americans be- 
they only dimly understood its fünction. They were still 
banníng elderly Japanese entrepreneurs who had long 
. faded from view and planned to convert Japan into- a 


litary ally, anyway. 


apan therefore began her post-war reconstruction with a alc: i 


n never before heard in Asia, or anywhere else for that mat- 
er: Rich Country — No Army. Reconstruction soon turned into 
cond modernisation, more thorough-going, more daring 
the first. Much luck wasinvolved, more than most Japanese 
dimus to rp dent The Americans, june self-contic 
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» protect inefficient it Japanciec (armors fiom the world 
seen asa ploy by corrupt p politicians to buy votes and, 
extent, they à are. But more. importantly they fit into Ji a- 


3 ements of i áncse: national identity — exactly the same 
ive that induced the self-denying Shogun Tokugawa to burn 
Portuguese traders’ boat and deny himself the profit he ex- 
ed rony DRY visit. | 

se, po oWerful neo-legalist motives in J apan' $ 
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The Japanese 
tactic of killing 
with silence 


: lessandro Valignano, an Italian Jesuit. priest, visited 





Japan three times between 1579 and 1603, spending a 

total of eight years in missionary work here. Some of his 
observations, recorded. in Michael Cooper’s They Came to 
Japan: an Anthology of European Reports on Japan, 1543-1640, 
remain timely. 2 

For instance, Fr Valignano wrote: “They [the Japanese] also 
have rites and ceremonies so different from those of all the other 
nations that it seems they deliberately try to be unlike any other 
people. The things which they do in this respect are beyond 
imagining and it may truly be said that Japan is.a world the re- 
verse of Europe: everything is so different and opposite that 
they are like us in practically nothing.” 

An American businessman, who had participated in several 
joint ventures with Japanese firms, sounded a similar chord 400 
years later. “Some- v 
body comes here 
from the United 
States and he sees 
these modern build- 
ingsandalltheJapan- 
ese in suits and ties 
and he thinks he's 
back in California," 
observed the Ameri- 
can. “But it would be 
a lot more accurate if 
the Japanese he met 
shaved their heads, 
wore kimonos and 
carried swords to 
meetings. It’s that 
different here.” 

Is the common ele- 
ment in these obser- 
vations the fact that 
the Japanese are dif- 
ferent from other í 
people and nations2. | € , | , 

Is it that foreigners. “g a 
believe Japanese are -i 3 
different, unique 
unto themselves? Or 
is it that the Japanese believe they are unique and different, 
always showing that face to outsiders? 

The answers to these questions have become crucial as Ja- 
pan's relations with the rest of the world have reached a critical 
post-war juncture. There have been other difficult periods for 
Japan in the past 37 years: deprivations of the immediate post- 
war years; the 1960 anti-US security treaty riots: the Nixon 
shocks in the early 1970s (when the former US president visited 
China, took the US off the gold standard and embargoed soy- 
bean shipments to Japan, all without first informing the Japa- 
nese); the 1973-74 oil crisis; the 1976 Lockheed bribery scandal. 

However, none of these episodes pitted Japan against so 
much of the rest of the world as the present confrontation does. 
The resentment of Japan's trading partners, smouldering for 
years, has ignited the strongest protectionist sentiment let loose 
in the world since the 1930s. More than two dozen so-called reci- 
procity bills have been floated in US Congress, ostensibly aimed 
at improving US access.to the Japanese market but fundamen- 
tally retaliatory in nature. 

. The European Economic Community (EEC) has sought to 
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-haul Japan before the global trade tribunal of the General 


Agreement on Tariffs and Trade (Gatt), there to confess its eco- 
nomic crimes and receive protectionist punishment. Taiwan has 
actually halted imports of several hundred Japanese products 
valued in tens of millions of dollars, hoping to dramatise that 
former Japanese colony's case. Even North Korea, scarcely a 
well-known participant in world trade, has scolded Japan about 
restrictions on imported marine products and other commodi- 
ties. 

Although there are as many complaints as there are specific 
competitive commodities, one common theme emerges: the 
Japanese do not play fair in world trade. They target certain in- 
dustrial products and fire them into vulnerable overseas 
markets. They protect their own industries by administering a 
welter of bewildering and discouraging barriers — both legal 
and cultural — that prevent easy access to the huge Japanese 
market. 

The trade street has been one-way. 

The accusation itself is not new, of course. In his book, Pio- 
neer American Merchants in Japan, Howard F. Van Zandt 
quotes Col H. H. Doty, one of the first four American mer- 
chants in Japan, in a letter Doty wrote in 1855: 

"There is no disposition on the part of the Japanese authori- 
ties of this place to encodrage trade or intercourse with foreign- 
ers, notwithstanding the exhorbitant (sic) prices paid for such 
supplies as they are 
able to furnish. 
Flour, rice, beans, 
sweet potatoes, on- 
ions, smoked  sal- 
mon, fresh fish, 
fowls, eggs etc., are 
produced in great 
abundance but the 
difficultyinobtaining 
these articles at pre- 
sent offers noinduce- 
ment to enter this 
port. Nor will these 
latter difficulties be 
obviated until we 
have a commercial 
treaty withJapan(the 
necessity of which 
they seem fully to 
comprehend), when 
we may have a direct 
communication with 
the people, who al- 
- E ready manifest to- 
E fi wards us the greatest 
respect and friend- 
ship.” 

What is new is the economic recession, and even depression, 
facing many of Japan’s main trading partners. Millions of people 
are unemployed in the US and Western Europe, real economic 
growth is minuscule or non-existent, productivity and creativity 
have slumped. When things are so bad at home, the natural hu- 
man reaction is to look elsewhere for someone to blame. The 
Japanese are quite right in believing they have become scape- 
goats for the internal problems of other industrialised nations. 


ment, greedy labour, overreaching government, nonpro- 

ductive lawyers, undisciplined educators and self-centred 
consumers on to a defeated wartime enemy whose success has 
been the most phenomenal, as well as the most chronicled, in in- 
dustrial history. 

However, just because the Japanese have pinpointed the syn- 
drome they must cope with does not mean the charges hurled 
against them lack basis in fact. It does not mean that they are ab- 
solved from the responsibility of trying to counter the accusa- 
tions with concrete corrective action. Nor does it mean that even 
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I is much easier to shift the onus for short-sighted manage- 


| n. is wrong because economic issues involving 
— — Japan have not been anything but political 
|... problems for many years. 


| whether the Japanese political system and 
— . Structure are now capable of coping with 
—— what is essentially a political problem in 


F he ously urged their Japanese counterparts in 


— ternational Trade and Industry (Miti) to in- 
— . lude a public pledge from Prime Minister 
— Zenko Suzuki about market liberalisation 


~ Japanese Government introduces to its 
— — trading partners. 


... coming. But US and EEC officials believe 
... that unless the Japanese Government's senior elected represen- 
= tative goes on record with a commitment to fair trade, the pro- 
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if they take substantive measures to simplify and remove domes- 


5 . tic obstacles to trade — which they have done — they will be out 


of the protectionist woods. 
It has become commonplace for US and European officials 


— . visiting Japan to make two assertions: 


_» We are free traders. 
.. » We must not let economic issues become political prob- 
lems. 
- Both assertions, however nobly intended, are usually false. 
The first because only a handful of the people who say it — US 


- trade representative William Brock, for instance — have sup- 


ported their claim with action. The second 


.. The crux of the problem for Japan is that 
there remains the considerable question 


their trade. Veteran US officials in their 
embassy in Tokyo privately express doubt, 
and thus serious concern, that the Japanese 
political system can respond sufficiently to 
pressures from overseas. 

These officials, for example, have vigor- 


— the Foreign Ministry and the Ministry of In- 


_ with any package of specific measures the 


So far, such a pledge has not been forth- 


tectionist forces in their legislatures and private sector will not 

—. be satisfied with piecemeal actions to open the J apanese market 
_ further. 

- .. The closest the Japanese have come to that kind of public 


E commitment was a July 1981 statement by then Miti minister 
—.. Rokusuke Tanaka in which he vowed to make maximum efforts 
~ toraise the level of Japan's manufactured imports, now at some. 





Rokusuke Tanaka: made a promise? 
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f total imports (before the 1973-74 oil crisis, the level _ 
was around 30%). Although his statement may have seemed un- 
remarkable to most Japanese, it was seized upon by foreign di- 
plomats and businessmen as being tantamount to a promise by 
the Japanese Government. 

(Similarly, former prime minister Takeo Fukuda's mention in 
1977 that Japan's gross national product (GNP) would grow 796 
in real terms that fiscal year became, in the minds of Japan's 
trade partners, a national commitment by Japan and thus fuel 
for the so-called locomotive theory that Japan's economic 
growth would help pull others out of their doldrums.) 

The government now faces the same impression created by 
the prime minister. In a speech at the National Press Club in Wa- 
shington earlier this year, Suzuki said Japan would defend its 

sealanes up to 1,000 miles from the main- 
land. Although neither political nor bureau- 
cratic consensus has been reached in Japan 
on this ultrasensitive subject — meaning 
that its deliverability any time soon remains 
in doubt — the US and other nations again 
have chosen to view it as a firm commitment 
by Japan to upgrade its military capability in 
the region substantially. - 

In public and private sessions, Western 
officials have pointed to Tanaka's 1981 
manufactured imports goal as a pledge. To 
them the fact that a cabinet-level member of 
the Japanese Government publicly express- 
ed that view is at least as important as any 
steps aimed at realising the goal. 

Suzuki himself told the Liberal Democra- 
tic Party's (LDP) research council last au- 
tumn that Japan should devote the *utmost 
efforts" to solving the problem of opening 
its market wider to foreign goods. Although 
he was speaking to a Japanese audience, 
Western listeners wanted to put a lot of 
stock in what he said. “That kind of state- 
ment gives me hope that this policy will per- 
meate directly into the bureaucracy,” said a senior US trade offi- 
cial at the time. That is not insignificant, and even more impres- 
sive than the accelerated reduction of tariffs was his statement 


on lowering tariff and non-tariff barriers to foreign goods. 


In December Japan announced it would unilaterally move up 
the date for tariff cuts across the board on hundreds of specific 
items. To the initial puzzlement, later disappointment and final- 
ly resentment of many Japanese, this action was greeted with a 
resounding yawn in Washington and EEC capitals. 


Our computer thinks it's for a containership. It also thinks it's for 

a railroad car, or for a truck. And why not? Everyday it helps move 
tonnes of cargo between the Far East, Japan and North America. And 
Mini Land-bridge service to major cities of the East Coast and Gulf 

of Mexico. All in the promptest, most efficient manner possible. 


We think that makes it a good idea to trust 
your next shipment to Showa. 
Our computer agrees. 
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panese Govern- 
ment’s now famous 
list of 99 non-tariff 
barriers released late 
last year, including 67 
items which the gov- 
ernment said war- 
ranted improvement; 
and the creation of 
the office of trade 
ombudsman within 
the cabinet itself, to 
handle complaints 
and settle trade dis- 
putes filed by foreign 
businessmen. 

Thus we have two 
widely divergent ap- 
proaches to solving 
the market access 
issue. On the one 
hand are the Japan- 
ese, perhaps the most 
| v pragmatic people on 
earth, presenting concrete actions they believe will help foreign 
products enter their márket. On the other are Westerners, Man- 
ichean in their division of thought and action, demanding a ver- 
bal commitment, an oral contract, to accompany behaviour: 

The Japanese point tà what they have done: Westerners point 
to what the Japanese have said or not said. 





Sonoda: still Suzuki s ally. . MR ran m i 


from the phenomenon of foreign pressure. By now it is a 

well-established precedent in Japan's trade annals that 
pressure from abroad is an integral part of how the Japanese 
Government formulates international policy. Even such a 
lukewarm supporter of strong US-Japan security ties as former 
foreign minister Sunao Sonoda (still a close ally of Suzuki) has 
conceded to foreign correspondents that overseas pressure is 
often needed by his government for use in overcoming the resis- 
tance of special interest groups. 

Within the LDP for example, those favouring astronger Japan- 
ese defence role can point to Pentagon pressure as a rationale for 
spending more.on military outlays. “We don't really want to do 
this much so soon,” they can tell the dovish opposition and the 
tightfisted Finance Ministry, “but those foreign devils are push- 
ing us, so we must appease them.” 

This tactic has worked for years and has enabled the Japanese 
power structure to have tts way on several sensitive issues. Re- 
sponsibility for taking harsh or unpopular action is thus shifted 
to non-Japanese sources whom nobody really likes anyway. The 
present situation, however, differs from previous postwar epi- 
sodes in several important ways. 

First, foreign pressure is stronger than before, taking the form 
of outright public threats. Years ago, Italy quietly limited its im- 
ports of Japanese Cars to 2,200 a year and France to 3% of its 
market with little fanfare. But now the entire EEC is screaming 
for Japan's scalp. Eflotion among Japan's trading partners has 
raised the decibel level to an unprecedented volume. 

One result has beef án intensification of the penalties some 
governments want to levy against Japan. Taiwan has been upset 
over its trade deficits with Japan for years, but it was not until 
early 1982 that it escalated rhetoric into action, slapping curbs 
on scores of Japanese products. How many reciprocity bills were 
floated on Capitol Hill before 1982? k 

Another effect routed that Japan, like anyone pushed into a 


O: peculiar aspect of the current trade friction stems 


corner by a loud-mouthed bully, has begun to flail back. This has 
not happened since the 1930s and the first half of the 1940s and 
obviously makes the situation more volatile. 

When Kazuo Wakasugi, Miti’s director of international trade 
policy, told foreign corsespondents in March that in a hypotheti- 
cal worst-case scenario, he could envision Japan leaving the 
Western alliance, joining the socialist bloc and exporting arms in 
a substantial way, he simply gave vent on the record to the pri- 


vate feelings of many Japanese bureaucrats and others frustrat- 
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ed at the hostility growing against the Japanese in countries they 
thought were their friends. : 

A second difference about current trade friction is that do- 
mestic économic conditions within Japan’s trading partners are 
at their lowest point since the immediate postwar years. Not 
only does this raise the emotional ante and severely restrict their 
policy choices regarding recovery, but it heightens expectations 
outside Japan about how much Japan should do to improve 
things. 

For instance, the 1978 Strauss-Ushiba agreement which in- 
creased the volume of beef and citrus imports to Japan may have 
been enough to satisfy US officials and farmers four years ago; 
then US unemployment was a comparatively low 6% and its 
GNP was growing at a 4.8% annual rate. Now with more than 10 
million jobless (9% rate) and near-zero economic growth, an ex- 
pansion of agricultural quotas may not be enough to appease the 
aggrieved parties. 

That helps explain why Japan’s substantive and earnest efforts 
in recent months to simplify and increase foreign business op- 
portunities in Japan have been met with apathy — even hostility 
— overseas. A glass of water may quench a merely thirsty man, 
but a man parched in the desert wants a lot more. : 

Moreover, politicians in many Western countries face re-elec- 
tion or ouster from rival parties and candidates this year. It is 
very difficult to vote free trade when constitutents are out of 
work; and in Washington the clout of single-interest lobbies far 
exceeds that of the unorganised US consumers who seem to 
prefer Japanese products to home-made ones. 

In addition, Japanese bureaucrats, businessmen and politi- 
cians have long since changed the easy parts they could change in 
their regulations and enforcement behaviour that historically 
have protected their own industries. What are left are hard 
choices, the bone and muscle of the way business is done in 
Japan. 

US Secretary Commerce Malcolm Baldridge’s racist and arro- 
gant statement that Japan must change its culture is right — for 
the wrong reason. The next series of steps Japan could take to- 
wards further trade liberalisation would go to the guts of its so- 
ciety and national structure. 

Its distribution system, for instance, is routinely cited as a 
non-tariff barrier, as is the reluctance for mergers and takeovers 
among most Japanese companies. The 22 so-called residual quo- 
tas that protect Japanese farmers and fishermen and the four 
that protect the Eta (or Burakumin), who handle leather goods, _ 
are viewed by the Japanese as a Maginot Line in trade. (The re- 
maining quota of the 27 are on coal.) 

To lower those barriers, the Japanese reason, they would 
have to change attitudes and that is not done as easily as reduc- 
ing a customs duty or 
accepting a test stan- 
dard. Nevertheless, 
that is exactly what 
the Japanese must 
gird themselves to do: 
change attitudes. 

One of the most 
damning attacks on 
the Japanese ap- 
proach to non-essen- 
tial imports came 
from the biggest 
single importer into 
Japan — Mitsubishi, 
the largest trading 
company. Its presi- 
dent, Shohei Mimu- 
ra, said in February 
that Mitsubishi has 
just as much experi- 
ences as foreigners in 
dealing with. difficult 
non-tariff barriers. 

Mimura worked 
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.there. Based on that experience, the pre- 


. modity, they encouraged Mimura to try 


mental difference." 


.. differ from those in the past because of 


. claim that Japanese competitiveness in 
-motorcars, for instance, comes from 


_ vice-president of Celanese Japan, a di- : 
versified chemicals and plastics venture. “All the Japanese are 








m 1957 to 1965, prima | 
of importing foodstuffs |^ - 
sident said the attitude of the Japanese 
inspector, “whether in the customs of- 
fice or elsewhere, is different from his 
counterpart on foreign soil." 
When he was in southern California, 
Mimura often sought to bring in cosme- 
tics, food and drugs which had to be in- 
spected by the US Food and Drug Ad- 
ministration (FDA). For new products 
in particular he recalls that he had to get 
permission from the agency to import his 
goods. "In my experience, when we took 
samples to the FDA, the attitude of the 
people in the office was to do their best 
to make the import possible," he says. 
Even if they initially rejected the com- 


again, and they gave him advice on how 
to meet the standards. 

- However, in Japan, the basic attitude 
of the inspector is *elimination, and they 
try to find faults with the applicant," says 
Mimura. “I think this is essentially due 
to a different way of thinking — a funda- 


Finally, today's trading relationships 


the realisation, however grudging in 
some quarters, that many Japanese in- 
dustrial and consumer products are the 
best there are. Critics like Douglas 
Fraser of the US United Auto Workers 


lower prices. That may be one of the fac- 
tors but in 1981 exports of passenger cars 
with engines larger than 2,000 cc. ac- 
counted for 0.5176 of the total export 
growth of 10.6% during the year. That 
means the Japanese were shipping many 
more higher-cost, larger cars overseas; 
and it means somebody was buying 
them. 

"The quality of performance, the 
quality standards, historically have been 
so high [in Japan] that they are accepted 
as the norm," says Robert J. Prochaska, 


doing is exporting what is demanded in Japan. Other countries 
haven't learned that lesson yet. They are still selling what is sale- 
able rather than what is high quality." 

Because of these four elements — stronger foreign pressure 
on Japan, dismal economic conditions among its trading 
partners, hard choices on further liberalisation measures and the 
indisputable competitiveness of many Japanese products — the 
trade nexus no longer guarantees sufficient Japanese response 
to overseas demands and expectations. Japan is between a rock 
and a hard place in its trading relationships. 

(There is one exception to the statement that the options left 


. to Japan in trade liberalisation are those that touch the core of 


Japan's society and national structure: that is the financial sec- 
tor. Decades of punctilious protection by the Ministry of Fi- 
nance and the Bank of Japan have reduced Japanese capital 
markets to artificial hothouses, immune from the erratic but 
healthy winds of competition and change. The rationale against 
liberalisation — protection and control of the domestic econom- 
Ac environment from the various ravages of external forces — 
has long since outlived its usefulness: and though there have 
been several efforts in the past decade to internationalise the 
Japanese capital market, it remains a Jurassic bastion of bureau- 
cratically imposed guidance against market influences.) 
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| in its 1981 report, the Japan-US 
. Economic Relations Group (the so-call- 

ed wise men) observes that the first ex- 
pressions of concern by the US and EEC 
about trade issues — either directly by 
the governments ör indirectly through 
unions, congressts or enterprises — 
elicits little appárerit governmental re- 
sponse by Japan: Conceding that such 
strong pressure in the past has some- 
times been effective, the report goes on 
to suggest that: '' 

“In managing economic conflicts, offi- 
cials in both [US and Japanese] govern- 
ments should work very hard to avoid 
employing [or'’seeming to employ] 
intense, highly visible US pressure 
as a catalyst for Japanese policy 
change." d os | 

There is some evidence that his view- 
point has begun to be appreciated within 
the Reagan administration, which has 

m| been generally more forceful and less 
a. sensitive in its dealings with the Japanese 

"^| than former président Jimmy Carter’s. 
In the last bilatéral round of talks on 
trade, the US délegation to Tokyo mod- 
ified the tone-'of its earlier hawkish 
stance on trade. “ | 

Harsh words and unreasonable expec- 
tations from both governments had 
characterised the steadily deteriorating 
economic ties between the two diploma- 
tic allies, but the US side took a much 


on earlier occasions. © 


ma 


here were at least two reasons be- 
T hind the different approach by the 
Americans. One was that they 
began to realise their pressure on the Ja- 
panese was bécomirig counterproduc- 
tive. The Japanese felt their efforts had 
been given à monumental brush-off by 
Washington. “The Japanese may be 
feeling boxed in tightly, and nobody 
knows how they will lash out,” said one 
US businessman in Tokyo. 
: Another reason might stem from a 
| meeting among US Government offi- 
cials and members of the US Chamber of 
Commerce in Japan held during their 
visit to Tokyo. The US businessmen advised them to proceed 
more gently in their demands, lest the pressure backfire. (At 
least two businessmen at the meeting favoured continued strong 
pressure on the Japanese Government.) That raises the question 
whether the Japanese Government will réact without some sort 
of foreign pressure. Ceu 
A lot of lip service is paid in Kasumigaseki — Japan's Foggy 
Bottom or Whitehall — to the nation playing a political role in 
the world commensurate with its economic power. But it is clear 
that within the economic sphere, Japan is not yet playing a role 
commensurate with its 10% share of global trade. It appears in- 
evitable that a certain level of pressure must be maintained. Cal- 
ibration of that pressure remains up to individual nations, and 
there is the rub. " 
Even with formidable recent pressure; many Japanese Gov- 
ernment officials have resorted to the tactic of mokusatsu, to kill 
with silence. According to S. K. Grove, àn analyst with Grieve- 
son, Grant in Tokyo: *Mokusatsu is not So much to disdain false- 
hoods as to make no response to what may well be face. It is a ju- 
do-like tactic often used effectively in ^ negotiation 
.. . This does not mean that nothing will be done, but that action 
will only result when unavoidable.” °°” | 
Other officials have taken a different tack. Miti Minister Shin- 
taro Abe charged US officials with intentionally trying to cause 
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more moderate approach in March than 
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misunderstanding about Japan. Chief cabinet secretary Kiichi 
Miyazawa, traditionally a strong pro-Western politician, called 
much of-recent US criticism “unfounded and unfair.” A state- 
ment in Hamburg by Arthur Dunkel, director-general of Gatt, 
got wide play in the Japanese press this spring. He said: “The 
only permanent solution to the so-called ‘Japanese problem’ is 
for Western economies to raise their productivity to Japanese 
levels, to accept the challenge.” He added that while it is possi- 
ble to exclude more efficient producers from one’s own market, 
it comes at “great political and economic cost, [with] the corol- 
lary acceptance of defeat in third markets.” 

(Significantly, what the Japanese press did not report was that 
Dunkel also said: “A better functioning of the international 
monetary system — which would enable Japanese society, 
through a higher exchange rate, to reap the benefits of its effi- 
ciency. in the form of cheaper imports — would greatly reduce 
these [trade] tensions.”) 

Japan’s economic relations within non-communist Asia are a 
microcosm of its trade ties with the entire world. Apart from In- 
. donesia and Malaysia, which export large volumes of raw mate- 
rials — especially oil and liquefied natural gas — to Japan, 
Tokyo runs a trade surplus with other countries in the region. Its 
US$5.8 billion deficit with Asean nations in 1981 came mainly 
from Indonesia’s US$9.2 billion surplus with Japan. Singapore, 
Thailand and the Philippines all had deficits with Japan. Ja- 
panese surpluses with Taiwan (US$2.9 billion), South Korea 
(US$2.3 billion) and Hongkong (US$670 million) represent per- 
ennial imbalances on the bilateral ledgers. 

However, more than half Japan’s annual Overseas Develop- 
ment Assistance (ODA, foreign aid) goes to Asian nations. 
ODA is one of only three line items in Japan’s annual budget ex- 
empted from zero-ceilings set by Suzuki in his efforts to reform 
Japan’s administrative structure and reduce massive budgetary 
deficits. Japan also paid out US$138.4 million in outright techni- 
cal assistance to Asian nations in 1980. 

Yet, despite both substantive and cosmetic efforts to create 
goodwill through economic cooperation in 
Asia, Japan remains unliked, unap- 
preciated and misunderstood throughout 
the region. From Japan’s standpoint, its re- 
lations with its Asian neighbours are “a no- 
win situation,” believes, Franklin Wein- 
stein, currently a consultant on US-Asian 
relations and author of several books on 
Japan. “Whatever Japan does, it will be 
impossible to avoid criticism by Asian na- 
tions.” He points out that if Japan gives 
more aid, Asian nations will become more 
dependent on Japan and in turn they will 
criticise Japan for trying to dominate them. 
If Japan fails to give what they deem 
adequate aid, Asian nations will castigate 
Japan for being stingy. 

In a 1981 report on its trade mission to 
the Far East, the US House of Representa- 
tives subcommittee on trade contended 
that leaders in Hongkong, Singapore, 
Malaysia and Thailand all said Japan was 





applied to a cheese war between Belgium and Holland or to US 
congressional anger over hostile takeovers of US companies by 
Canadian enterprises. But it does not apply in the case of Japan 
because Japan’s relations with the rest of the world are based 
first, foremost and in most cases exclusively on reciprocal 
economic interests. ; 

What is the real strategic value of Japan to any Western Euro- 
pean nation? There exist none of the historical, geographical or 
military affiliations that pertain to Nato allies. Napoleon’s rhe- 
torical question about the military power of the Pope can be put 
to Japan, with essentially the same answer in the 1980s as it had 
in the early 1800s. 

In Asia, Japan’s relations are solely economic. Besides clear- 
cut trade and direct investment, ODA and other forms of eco- 
nomic aid may be praised by various foreign office officials in 
both donor and recipient nations. But the nature of the largesse 
remains financial: as in Marco Polo’s day, trade precedes 
politics. | 


US ambassador Mike Mansfield as the most important 
bilateral relationship in the world today, the postwar 
underpinning originated as a strategic and political alliance. The 
US beat Japan in World War II and sought to transform the 
island nation into an effective counterweight against (first) 
Soviet adventurism in the Far East; next, after 1949, against 
Chinese communism and then, after June 25, 1950, as an excel- 
lent staging area and supply depot during the Korean War: 
Japan — the archipelagic troop-tender and tanker. 

That pattern, with political priorities atop an inverted pyra- 
mid, lasted through most of the next two decades. Japan's econ- 
omy, growing faster than any other in history but still not viewed 
by the US as competitive, remained the thin edge of the wedge. 


: s for the US and Japan, described often and correctly by 








an unfair trader, that trade was a one-way 
street and that the Japanese simply do not 
want to import. 

That no-win situation, unfortunately, 
seems to apply in most, if not all, other ma- 
terial relationships Japan now maintains. 
Diplomats and others paid to make use of 
euphemisms will argue that bedrock rela- 
tions between Japan and its trading 
partners remain firm and friendly, unaf- 
fected by teapot tempests stirred by trade 
winds. This argument presumes that 
economic ties are somehow less important 
than political relations or other diplomatic 


If your container shipments are headed for 
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Y.S. Line containerships leave Japanese ports 
for the Atlantic Coast every 6 days, for Cali- 
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Northwest Coast every 5 days. Plus, Y.S. Line 
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alignments. It implies business as usual in 
all the ways nations touch one another — 
except in business. 

This position might be tenable when 
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EC 0 “failed to win the war in Indochina but before japan became the 
- ^ ‘threat it now represents to US industrial interests — the factors 
oi» in the equation subtly shifted. | 
B4 US forces were drawn down throughout Asia during the 
1970s, including from Japan (there are only about 29,000 US 
Hos "troops now in Japan). US companies lost third-country markets 
heset Japanese competitors, then lost much of their own market. 
Di ‘Although Japan steadily spent more on defence, achieving the 
"^! "Sixth-or seventh-largest budget in the world, its efforts were 
- “widely regarded as inadequate. Together, the US arid Japan 
/'^'''came to account for a third of the world's annual production of 
dio goods and services, a fifth of its trade, including more than 
—'« US$60 billion two-way. It was only natural that the US changed 
Ji (vits priorities in dealing with Japan to economic from strategic. 
“However, the fundamentally economic nature of Japan's rela- 
E. _ tionships with the rest of the world does not mean its problems 
ee: with Western democracies and Asian 
countries can now be solved by 
—-'- economic solutions. Things have gone 
— beyond that point. Japan must make po- 
a: wal decisions and it must make them 
rd 
ps - One example of the urgency confront- 
Sing Japanese decision-makers came in 
So — April when members of the US Farm 
- Bureau Federation (FBF), an agricul- 
A tural lobbying group, visited Japan to 
D. | urge their counterparts and Japanese 
- Government officials to import even 
i .. more US farm products (Japan bought 
E nearly US$7 billion in those com- 
bey . modities last year) FBF president 
Robert Delano gave a speech in which 
pe he said, among other things, that the fed- 
i p M eration last year opposed a bill in the US 
i Congress submitted by Senator John 
= Danforth “which would have placed 
- mandatory quotas on Japanese cars and E 
trucks entering the US." Sad 
As Delano spoke, one of the delegate ADD 
. farmers mumbled: “I ain't so sure I'd 
| oppose it now — we don’t need their 
4 ___ blanking cars,” a statement that seems to reflect the inevitability 
: he of political solutions to economic problems. 












Government should make as soon as possible. They in- 

clude many recommendations from Keidanren, the Fed- 
-eration of Economic Organisations (which represents big busi- 
-. ness in Japan), former Miti vice-minister Naohiro Amaya and 
- others: 

—  » Remove as many of the remaining formal and informal bar- 
riers to trade as possible, including such sensitive buffers as 
. those protecting farmers and the caste of leather workers, and 
. useless quotas on coal imports. 

3 E -< > Reduce or remove tariffs and duties on all imports to the 

. level they are in the US and EEC. 

3 = » Simplify and eliminate import procedures, especially test- 

- ing and standards, by creating an import promotion agency, 

; E probably as part of the office of the trade ombudsman. People 

E . assigned to this agency would be responsible for approving im- 

3 E 5 i -ports and would have wide discretionary powers to overrule all 

: present enforcement-level officials. 

E. » Authorise the ombudsman's office to transfer, with reason- 

E able cause, any enforcement-level official out of any job dealing 
. with foreign products. 

E > Remove all restrictions on commodities now in the purview 

_ of government or semi-government enterprises, such as tobac- 

errs | ; 

1  — y» Take even greater steps to liberalise the Tokyo capital 

f 

| 

b. 
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e Er following are some political decisions the Japanese 
M 
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market, including the creation of an offshore dollar centre, re- 
.. moval of the withholding tax on interest paid to non-residents 
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> Liberalise t the Aor ama and PE eae udanie gov- 
erning the allocation of financial resources in Japan, such as in- 
terest rates and loan volume. ; 
Japan is one of the most free countries in the world and there 
is a limit to what the government can do, politically, to help ease 
trade frictions. The notion of Japan Inc. has long since outlived 
its usefulness, mainly because the authority and influence of the 
Japanese bureaucracy over the private sector have steadily de- 
clined. There are too many examples òf that decline to list here. 
Thus the private sector should make some political decisions of 

its own: 

» Japanese companies should make direct manufacturing in- 
vestments in foreign market countries\jregardless of whether 
they believe those investments will be commercially feasible or 
not. Carmakers who accounted for US$13 billion of Japan's 
US$16 billion US trade deficit with Japatiin 1981, have a partic- 
ular responsibility to make such investments: = 

» Sogo Shosha (trading companies) should increase the 
number of staff members they assign to 
encourage impórts of consumer goods 
and should make special budget alloca- 
tions to increase Such imports, while dis- 
regarding balaricé:sheet losses from them. 

» Japanese’ high-technology enter- 
prises similarly should disregard, at least 
temporarily, ‘any profit motive in the 
licensing of theif patents and technology 
to overseas corporations. In particular, 
leading-edge “Japanese ^ companies 
should provide’ low-cost or even free . 
technology to’ ' developing nations. 

» Japanese companies involved in 
energy reseatch and development 
should join with the agency of science 
and technology to achieve some impor- 
tant scientific breakthrough in the 
energy field. Japan’s special situation in 
energy should propel it to the forefront 
of technology in this area and the fruits 
of its effort should; become Japan's ver- 
sion of the Marshall Plan to other na- 
tions. | OUIEBSTEN 

Hard- headéd füpanese bisitaren 
will likely rebel against many or all of ` 
these proposals, since they push profit and-commercial feasibil- 
ity well down the list of corporate priorities. But whether they 
like it or admit it, the Japanese owe an enormous debt to foreign 
nations, especially the US, for their widely varying roles in help- 
ing or allowing Japan to become the second-largest industrial 
state in the world. The debt must be paid. ' 

However, it is a measure of how critical and precarious Ja- 
pan's place in the world has become that, even if it does most or 
all of these things, there is no guarantee that protectionism will 
still not carry the day. It matters little if most of the criticism 
against Japanese policies and practices 'is directed against ac- 
tions that occurred years or decades ago. J apanese trading 
partners are now trying to turn back the élock, to revise history. 

It has been part of the accident or inevitability of history that 
Japan's time should come on the global stage. Greece, Rome, 
China, Persia, Britain, France, Spain, Soviet Union, Germany 
and the US among others — all have had their place in the sun. 
When the victors in World War II removed the weapons from 
the hands of a nation of warriors — warriors who fought for cen- 
turies among themselves before defeating the Chinese and the 
Russians — they forced the Japanese tó concentrate their ex- 
traordinary national energy elsewhere. We have all seen the re- 
sults of that new concentration. HI) i | 

It remains to be seen whether Japan's place in the sun will be 
eclipsed by forces with which it is now contending. What is likely 
is that the Japanese will rage against the dying light. They will 
seek to retain their present role in world history in ways outside 
economic competition. No one now knows if that will be good or 
bad for the world and for Japan, ph ga Is only a matter of time 


until it happens. 7 ien 
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Were building the foundation 
of a strong world economy. 


resources developer, global financier, 
investing partner, technology 
interfacer. And more. 

Our goal is a stronger world 
economy. And our method is to 
use Our experience and vast 

information network to bring 

together buyers and sellers, 
suppliers and distributors, makers 
and users all over the international 
marketplace. 

Progress is ours. Step by step, we're 
building a foundation for tomorrow. It's made 
endeavours. We have become all of successful international business trans- 
things: information and market specialist, actions, shared goals, proven methods. And it's 
project organizer, product transporter, natural strong indeed. 


That's a pretty big claim, but it's true. Because 
we're Mitsubishi Corporation — one of a handful 
of globally influential “sogo shosha” — and our s- 
accomplishments are proof of our forward £ 
thinking business posture. 

When the “sogo shosha” concept 
was born over a century ago, its ! 
expressed purpose was helping 
just one resource-poor nation. 
The plan obviously worked. In 
the process, the activities of 
Mitsubishi Corporation expanded 
to include diverse international 
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= ISIN Mitsubishi Corporation 
Tr Head Office: 6-3, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-91, Japan 
Telex: MITUBISI J22222 ~ J22225 
With more than 200 offices and subsidiaries around the world. 
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The 4 basic strengths of Germany's 
largest banking sector. 


The Landesbanken, which act as central banks or more information about Germany's largest 
or the Sparkassen in their region, provide multiple anking sector, just write to: 
wholesale banking services, ranging from 
ommercial and public-sector lending, project 
finance, and foreign trade finance to portfolio 
management, security dealing, and international EUTSCHER 
finance - often managing or participating in PARKASSEN- UND GIROVERBAN 
syndicated Euroloans and Eurobond issues. For imrockstrasse 4 
funding purposes, the Landesbanken are P.O. Box 1429 
authorized to issue their own bearer bonds. D-5300 Bonn 1, West Germany 
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A 
ee ENS Kobe Steel offers a full array of projects, products and services that. 
EE help countries grow, develop and prosper in a big way. 
A r Like starting from scratch and creating plants. 
E Furnishing technological k -h 
ens: urnishing technological know-how. 
Berens Or supplying the essentials for growth industries. 
But we work in a small way, too, right down to the people-to-people level to make sure 


| progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 
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Kyo 100, Japan/Tel: (03) 218-771 / Telex: 222-3601 KOBSTL J 
spore 0106/Tel: 22-6977) Telex: RS 23338 KOBSTL 

apore 2260/Fe!”264-2444/Telex: RS 26574 KISCO 

don Mexico City, and Sharjah. 


TOKYO HEAD OFFICE*Tekko Bldg., 8-2, Marunouchi 1-chome, Chiygda- 
. . SINGAPORE OFFICE: Tower 2102, 21F DBS Bldg., 6 Shent@n Way 
_ . KOBE INTERNATIONAL) CO., PTE. LTD.: 60 Pandan Road, Jurong 
Offices also in New York, Los Angeles, Düsse 
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Xerox copiers make copies so faithful to the original that it’s difficult to tell them apart. — 
But think about this for a second: Are your originals the best they can be? E 
_ Xerox has developed a wide selection of machines to help you answer yes. Machines 
.. that not only produce better looking originals, but also help people improve the quality of 
. information in those originals. | de 
a There’ the new Xerox electronic typewriter, for example, that helps typists and sec- — 
. retaries produce letter-perfect letters with new ease and speed. It has a memory that does — — 
away with tedious ipd typing and retyping. And it can erase mistakes automatically, 
entire lines at a time. So secretaries get extra time to do more productive and satisfying 
work and assist their bosses even more. 
To help managers a 





rofessionals create reports, proposals, presentations and the 
like, Xerox invented the professional work station. Using it, they can draw upon a virtually 
unlimited store of information. And change it, add to it, include visuals and graphics, and 
create new and more useful information. The end result can be printed, assembled and dis- 
tributed with speed, accuracy and clarity. 
Then for everyone whos putting more and more information into computers and 
Word processors, Xerox offers the most advanced information output machines available. 
These include everything from daisy wheel printers to electronic printing systems and elec- 
trostatic printer/plotters. They turn computerized digital data into printed originals when 
you want them, where you want them and the way you want them, better than ever before. 
The originals Xerox can help you improve aren't limited to those on printed pages 
either. A Xerox color slide system can add a new dimension of excitement and memorabil- 
ity to presentations and speeches. Which can do wonders for your company’s image, not to 
mention your own. | 
" All these machines help people produce better information for faster, more effective 
... communications, which makes an office a lot more productive. And Xerox people can give 
... you some very original ideas on how your office can make all this happen. 


XEROX 


XEROXG na trademark of XEROX CORPORATION. 








Those were the good old days. 
But today, trade is a complex business 
that goes far beyond the traditional 
activities of buying, selling an 







exchanging goods. That's 
why Marubeni acts as a 

world industry coordinator. 
To constantly pioneer new 


E 


territories. 


In 1980 alone, we handled over 
$8.3 billion in "third country 
trade" — transactions that didn't 
involve exports or imports from 
or to Japan. That was more than 
any other trader. In fact, we've 
targeted 20 percent of our annual 
turnover for third country trade. 

Many of these transactions in- 
volve “upstream” sales of bulk 
commodities: timber, ores, food- 
stuffs and fuels. But Marubeni is 
also initiating ever-increasing 
“downstream” sales of high-tech- 
nology goods: For example. 
Marubeni combined the procure- 
ment capability of its New York 
information center and its com- 


puterized worldwide network of 


contacts to find the most ad- 
vanced gas-turbine power gener- 
ators for power plant projects in 
Venezuela. As a result, U.S. high- 
tech products were transferred io 


the rain-forested Oriental Region 
of this South American country. 

By uniting modern financial, 
managerial, marketing and tech- 
nical skills with more than a 
centurv of trade experience. 
Marubeni is able to stimulate 
import/export and to promote 
new industrial and resource 
development projects wherever 
need requires. 

With an annual turnover of 
over 848,5 billion, and 10 thou- 
sand people in 178 offices in 84 
countries around the world, we're 
much more than a general trad- 
ing company. We're Marubeni — 
international problem solver and 
world industry coordinator. 






of t the perta sogo shosha 
in Japan, write for a copy , 
of our new book THE | 
JAPANESE EDGE. 
Please enclose a money 
order for US$4.20 (per copy) to cover the 
cost of postage and handling, payable to: 
O.C.S. Hong Kong Co, Ltd. 
Room 2001-4 International Bldg., 141 
Des Voeux Road, Central, Hong Kong 
(Bank transfer: The Bank of Tokyo, 
Ltd., Central District Sub-branch A.N. 
8250200634) 
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NCB. Uniquely responsive in — — 
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international finance, e 4 T 
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As a long-term financing specialist 


NCB has played a vital role in the miraculous growth of Japan's economy. 
From its numerous experiences in assisting a company's growth, NCB knows 
the importance of quick actions in meeting their financial needs at some 
specific stages. That's why NCB, now as an international wholesale bank, is 
uniquely responsive to its customers looking for funds for their further growth. 


M 


From a strong base 


NCB arranges finance for major overseas projects such as development of 
energy resources or construction of industrial plants. With assets exceeding 
USS$31 billion NCB has the size and power to assure successful accomplishment 
of these tasks. 


In Japan and elsewhere 


If you need financial and advisory services, especially in yen-denominated 
financing, contact NCB. You will find us uniquely responsive — and capable. 


Nippon Credit Bank 


Head Office: 13-10, Kudan-kita l-chome, Chiyoda-ku, Tokyo 102, Japan Tel: 03-263-1111 Telex: J26921, J28788 NCBTOK 

Hong Kong Office: Room 1701, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Kong Tel: 5-264341 Telex: 65744 

Singapore Office: Tower 1501, DBS Building, 6 Shenton Way, Singapore 0106, Republic of Singapore Tel: 2229233 Telex: RS 33945 
Sydney Office: Level 55, MLC Centre, 19-29, Martin Place, Sydney, N.S.W. 2000, Australia Tel: 27-1661/2 Telex: 71374 

Nippon Credit International (HK) Ltd. Room 1701, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Kong Tel: 5-264341 Telex: 65744 
Other Offices: London, Frankfurt/Main, Paris, Bahrain, New York, Los Angeles, Sao Paulo 

Affiliates: Paris, Zurich, Honolulu, São Paulo, Jakarta 





When trading opportunities knock, the Geobankers 
have the banking network to open doors for you. 
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With Manufacturers Hanover as your export/import 
bank, you can work with buyers and sellers anywhere 
in the world through safe, reliable and efficient banking 
channels. 

Call on the Geobankers, and you'll have access 
to one of the world's most extensive banking networks: 
over 100 Manufacturers Hanover offices, subsidiaries 
and affiliates in over 40 countries, plus nearly 5,000 
correspondent banks in the U.S. and more than 130 
other countries. 


Also, the international recognition of the 
Manufacturers Hanover name on your Letter of Credit 
helps assure acceptability and prompt servicing. 
Sorting out the possibilities. 

We offer a complete line of services for exporters 
and importers. We can arrange the type of financing 
that suits your needs best, advise you on available 
governmental programs and often get you the best 
rates for your spot and forward currency transactions. 


All are examples of Geobanking *, the word that 


When you're ready, we're ready. describes the worldwide banking activities of Manu- 


At Manufacturers Hanover, we have the systems 
in place to expedite processing of Letters of Credit. 
And we have the people, too, with specialized skills in 
processing required documents swiftly and accurately. 
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facturers Hanover, a major U.S. bank with $55 billion 
in assets. 

When trading opportunities knock, contact the 
Geobankers. And open doors. 


y" MANUFACTURERS HANOVER 
vy The banking source. Worldwide. 


Headquarters: 350 Park Avenue, New York, N.Y. 


In Asia and the Pacific Basin: Bangkok, Bombay, Hong Kong, Jakarta, Kuala Lumpur, Manila, Seoul, Singapore, Sydney, Taipei, Tokyo 


A total of over 100 Geobanking offices in more than 40 countries around the world. 


Member FDIC 
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ER oid dynamic 5. economies as W vi 
a topea. countries that can provide essential natural resources. 

... There is now probably greater pressure on Japan to take the 

in ncouraging the creation of a regional bloc in which it can 

MR Tr. The success of Asean and the durability of 

nomic. Community (EEC) have enhanced the 










‘possibility. that, „unl is Japan finds its niche ina bloc of nations, 


the country will be left behind increasingly to negotiate econom- - 
ic and rada ruens on its c own, e unified re- 







* Pei the. vitality of this idea ebbed ahei a was a 
.. ing modernisation. Until then Japan had. acknowledged. its ties 







p the. dynasties militarily., 
E. tit sc o-annex the country. in the 19th century Ja- 
jan igfüuence i in favour of the Western model, 


hi ( 1834-1901): “Secede from Asia!” 







"5 plac ce - after a tumultuous domestic re-evaluation of the meaning 
of both “Asia” and.the “West.” As Hayao Shimizu wrote of the 
dE aded ae , Suberdination, Pay social Taa on song 
; PM ” oe eis feud 

.- . [n the late 19th Sentury dapes looked to the US and Britain, 
zi and later to France and Aaland for the scientific and.social 
ngth h that would are ite ‘apace to avoid 













that Japan, aspiring to greatness, had no. lofty 
world such as to spread. democracy or communis 


i to Chinese culture. even when Pike iA it had challeneged 


f Western culture in that era took | 






sion was largely successful. A 
pan was poised between A and the West; the 
cussion about the kind of relationship Japa | 
the Asian continent.. 5 
. Generally Japan. shoved away from. a syr path 
tion with Asia. Indeed for a short time Japan en 
popularity in Europe and the US, an illusion o 
honorary Western power, especially after its v 
Russo-Japanese war (1905-06). A fleeting: an; 
recent years when, in 1964, Japan was accorded mi 
the Organisation for Economie Cooperation and: 
(OECD), the club of. industrialised nat ns, 
country with a non-Western culture. This | 
respect from the West, largely reciprocated 
Japan clumsily entered Lis SUMMUM for infl 
gain in. Asia. | 
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an East Asian co-prosperity pcre had great ap} 
them, for example. Yoshida Shigeru who was harass¢ 
military for his moderate views, took over the lea 
country in the post-war. period. They set in motion trer 
litical thought with an emphasis on China and the i S 
still vigorous today. _ aoe 
The doctrines of co-prosperity aiid, additionally be ri 
Asia from colonialism became incorporated into the bh 
the ultra-nationalist, of course. But they had seemed 
ent a solution to. both an economic and a moral pr yb 
economic problem was distinctly stated in the p e 
the takeover of Manchuria: Japan was not sels ci 
quired overseas suppliers and. markets. The 
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view in Japan that its administration of Kore 


t should be said there i is still the widespread ioug : 
I: other vaste backward. dois had ultimat 













counters this odd resistance: on ithe Bait of J areas: On peop 
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a e faetor i in preventing e Tapan fr from fully 
bly rejoining Asia, let e He © 


To be shut out ot an ‘affinity. with China Rin Koréa 
pan without the benefit of a political and econom 
strengthened by a common culture. For it may bea 
many of the close voluntary groupings of nations 
based on bonds stronger than mutual self-i 
founded on such shared cultural traits as religior 
mory, language or race. As it stands, Japan has m d 
headway in thawing the chill between itself and Q 
Korea. 

The present attitude of J apan towards the societies of its: 
ral cousins does not encourage a sudden drift towards t 
the future. The Japanese people seem to be largely apat 
what.remains of the cultural heritage of Korea. 
known, the two: countries; are aboni as comfortable 
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x her as India und Pakistan appear to be. The more Kites be- 
Ci omes developed, the more likely it will become a direct eco- 
$ mic threat to Japan. 


; ferences in political systems, but whether this is dicio 
ains doubtful. Indeed, individual Chinese and Koreans ap- 
ar to be more spontaneously friendly with Americans and Eu- 
ropeans than with Japanese. 

| japan’ s historical relations with Southeast Asia are more re- 
nt, indirect and tenuous than those with China and Korea. 

ese merchants began trading with the nearest parts of the 
on in the 15th century. By the time Japan adopted its closed- 
or policy in the 17th century it had developed limited trade ex- 
Mns to India, which had been the limit of Japan's traditional 
ca of Asia. : 


> wets proximity as a market. , 


E Mosel stock. Ithada 
Je image as a place where 


s there was little 
«ground for Japan to re- 
the national aspirations 
of the inhabitants when it took 
cor ontrol of the area in 1941 and 


il, in the late 1960s, Thai- 
1 began encouraging the in- 
w of foreign capital invest- 


: 5 development of trade and 
investment with other South- 
€ "ast Asian countries. Initially 
investment was 


to secure supplies of natural re- 
sc "urces. 

Japanese investment in the 
regi ion Pegan to escalate in the 


Si coctionslly By Ministry 

inance figures Japanese direct investment in Asia (excluding 
India and Sri Lanka) leaped from an annual US$166 million in 
1970 to US$400 million in 1972. In the next year the amount rose 
Et  US$997 million. 

— There was an abrupt reminder of the deep residual hostility 
ist Japan in Southeast Asia when prime minister Kakuei 
naka-made his tour of Asean states in 1974. Fierce demonstra- 
ions and riots in Bangkok and Jakarta greeted his arrival, call- 


x strators carried placards calling the Japanese “economic mons- 
ters” and “yellow Yankees.” It has been said that similar anti- 
Jal panese riots would have occurred in Manila and Singapore 
F rad there not been martial law in the peo penes and tight con- 
trol of the populace in Singapore. 

.. This was reason enough for Japan to reappraise its policies, 
for example by lowering the visibility of Japanese businesses. 


p- 


Another fact that gees e J apan to pay greater attention to the 
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Burned in effigy: Japan's Tanaka and Jakarta students (1974, —  * 






T- noie; and polit ical force. Inc deed d the whole of Asia and Oceania 





had become central to Japan’s economic welfare. 

According to the Ministry of Finance, by 1981 Japan had i in- 
vested a total of US$9.3 billion in Asia in comparison to the 
US$4.47 billion it had invested in Western Europe or the 
US$2.26 billion in the Middle East. In Africa the total was a 
mere US$1.44 billion. Additionally, Japan was increasingly in- 


. volved in Oceania, having invested US$2.5 billion in the area by 


1981. 

Trade figures also demonstrate the cri importance of Asia 
and the Pacific areas as Japan's supplier. In 1981 more than half 
Japan's imports came from Asia, or nearly *17 trillion 
(US$72.03 billion) out of a total worldwide import figure of X331 
trillion. Its only trade deficits on a regiongapasis were with Asia 
and the Oceanic region. 

Compared to the ¥17 trillion in imports from Asia, Japan ex- 
ported only ¥12 trillion to the area. Its figures with Ocea- 
nia were similarly supply-oriented. In 1981 Japan imported 

nearly  *2. trillion from 

Oceania and exported only ¥1 

trillion: needless to say the im- 

ports were mainly no manufac- 

tured commodities. 

_ Moreover, at the same time 
that Asean was growing as a vi- 
able organisation, Australia 
and New Zealand were em- 
phasising their Asian identity 
to replace the diminished im- 
portance of the Common- 
wealth and were seeking 
stronger formal ties with Asian 
countries. Japan had also ex- 
perienced a series of letdowns 
in its relations with the US in 
the 1970s, exemplified by what 
was perceived as callous treat- 
ment by the US in its process of 
normalising relations with 
China. This set the stage for ` 
Japan to placea higher priority 
on cultivating its own return- 
to-Asia policies. 


| pparently Asean id 
A«: also reassessed their 
attitude towards Japan, 
in view of the ascendancy of 
Vietnam in Indochina and the 
declining presence of the US in 
the region. Better able to con- 
trol popular opinion which still 
tended to be anti-Japanese, 
Asean leaders invited Japan 
along with Australia and New 
Zealand to a summit confer- 
ence held in Kuala Lumpur in 
1977. Representing J apan at the conference was the then 
prime minister, Takeo Fukuda, who set about assuring Asean 
that Japan was eager to develop friendly relations with the 
bloc on the basis of an equal partnership. He emphasised his 
wish to implement a “heart-to-heart” contact to mitigate the 
impression that Japan was solely interested in economic advan- 
tage. 

Following the conference Fukuda made a tour of Asean states 
and Burma during which he pledged a total of US$1 billion in 
aid. At the end of his visit in August 1977 which lasted two 
weeks — an extraordinary amount of time for a Japanese prime 
minister to spend in one region — Fukuda issued a statement 
that said: "The government and people of Japan will never be 
sceptical bystanders in regard to Asean's efforts to achieve in- 
creased regional solidarity but will always be with you as good 
partners, walking hand-in-hand with Asean.” 

This substantial departure form earlier policies of neglect, 
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4 o — E That's the‘‘K’’Line 

queres | Power Pack. An unbeatable 
combination afloat and ashore. 
Serving your marketing needs 
better. The power of the 
| E e 10,000,000-ton K Line 
7 bis — fleet of 200 ultramodern 
d: “ships carrying cargoes of all kinds. 
Worldwide. Safe and sound and on time. 
- The power of superbly equipped shore facilities, fully 

computerized operations and traditionally dedicated people. 
The power of priceless experience gained in over 60 years of 
world shipping operations. And more. Much more. 

Combined in the unbeatable“*K’’Line Power Pack. Always 

at work for you. Taking whatever you have whenever and 
wherever you want it to go. Better. 
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KAWASAKI KISEN KAISHA. LTD 


Containerships: Heavy lifters: Specialized carriers: Car carriers: Tankers: Tramps. 
: General Agent in Hong Kong: Kawasaki (Hong Kong) Ltd., Hong Kong Tel: 5-256131 
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- couched in terms so as to avoid the appearance of Japanese in- 
~ terest in intervening in ‘Asean affairs, was supplemented by the 
- issuance of what came to be known as the Fukuda Doctrine. In 
. this the prime minister declared three principles in Japanese pol- 
- icy towards Southeast Asia. 

_ "The first stated that Japan rejected a role as a military power 
in Southeast Asia; the second, that Japan pledged to do its best 









— ter Masayoshi Ohira who appointed a study group on the ques- 
= tion in March 1979. Its membership was roughly two-thirds pri- 
~~ vate scholars and a third government officials with the econo- 
mist Saburo Okita as chairman. Eight months later Okita was se- 
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ETAN: 


Ohira: a contribution to world stabi 


study group. In January 1980 Okita accompanied Ohira on a 
tour of Australia, New Zealand and Papua New Guinea where 
the idea of Pacific Basin cooperation was a primary subject of 
discussion. | 

In Australia the first official reference to the Pacific Basin as a 
potential economic grouping was included in the joint statement 
of the prime ministers of the two countries. The statement read 
in part: “They agreed that the Pacific Basin Cooperation Con- 
cept represented a significant longer-term objective and ex- 
pressed their intention to explore it further, on the basis of a 
broad regional consensus.” 


_ 


j he study group's report was finished in May 1980 but, be- 
T's further action could be taken by his administration, 
Ohira was diverted by a domestic political challenge to his 
leadership and, though subsequently vindicated, fell ill and 
died. He had been quoted as saying that this study might be the 
only good thing for which he might be remembered in history. 
There was also apparently a genuine desire on the part of the ail- 
ing Ohira to find some kind of contribution that Japan could 
make to world stability and prosperity in the light of Japan's 
economic success. By these references, in the often sentimental 
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lected foreign minister, giving added prestige to the work of the 


| ambience of Japanese politics, a halo was imparted to the Pacific 
| Basin Community concept at least in Japan. — P 


To advance this Concept, the report recommended that a ser- 
ies of international non-governmental seminars should take 
place. This was thought to be the best way to build a consensus 
on the details of the framework. It was implicit that the estab- 
lishment of a formal government organisation would not occur 
until after such preparatory stages. n 

This report went into service as a foundation of Japan's long- 
term Asia-Pacific policy. It eclipsed the competing idea of an 
Organisation of Pacific Trade, Aid and Development (Optad), 
discussed since 1968, which would have made. the governments 


» of the five OECD countries in the region — Japan, the US, Can- 


ada, Australia and New Zealand — cooperate on strictly eco- 
nomic issues. | B c 

Donowaki Mitsuo of the Japanese Foreign Ministry, who was 
a member of the study group, stated that Asean had been reluc- 
tant to accept the Optad concept probably because of fears that 
its solidarity and merits would have been diluted or discredited. 
Also, there might have been the impression that the developed 
nations were ganging up on the less wealthy countries. There- 
fore, the Pacific Basin community proposal was advanced in ex- 
plicit recognition of the desirability of strengthening existing bi- 
lateral and multilateral ties in the region. ^ 

The study report's recommendations in respect of conferen- 
ces and seminars were carried out in the two years after its re- 
lease. Its reception was especially positivein Australia, where at 
a seminar in Canberra in September 
1980 the idea of establishing a small non- 
governmental group to act as the steer- 
ing committee for coordinating further 
studies was adopted. 

In Japan a Special Committee on 
Pacific Cooperation, headed by Okita, 
was created in late 1980 to serve as a ` 
liaison organisation with the steering 
committee. Prime Minister Zenko 
Suzuki acknowledged the validity of the 
Pacific Basin community concept and in- 
corporated it in his policies in his tour of 
Asean states in January 1981. He em- . 
phasised Japan's willingness to assist in 
the development of agriculture, energy 
development, human resources and 
small and médium enterprises. 

In May of this year it was reported that 
Suzuki is due to propose the establish- 
ment of a formal Pacific Basin organisa- 
tion at the Versailles economic summit 
conference of industrial nations this 
month. 

Its proposed membership has been re- 
ported to include the five OECD nations 
in the Pacific region plus Asean. Apparently Suzuki received 
favourable indications from the US, Canada, Australia and New 
Zealand but still lacks a reaction from Asean as well as other af- 
fected countries such as South Korea, China and the Pacific is- 
land nations. Details of the proposed organisation have not yet 
been released, but it appears that there will be a concentration 
on those areas, particularly energy, natural resource develop- 
ment and education, that Suzuki emphasised in his 1981 visit to 
Asean. $t 

There appears to be general recognition that a Pacific Basin 
community cannot for a long time, if ever, achieve the kind of 
solidarity and cooperation enjoyed by the European Economic 
Community. It would be a surprising accomplishment if it could 
quickly develop the kind of cohesion that Asean has developed. 
Indeed Asean remains the key in determining whether the Pacif- 
ic community will simply be a regional version of OECD cooper- 
ation or whether it will also include Asia in the fuller sense. 
Without Asean it would suffer from a severe political and eco- 
nomic vacuum. But assent by Asean to Japan's proposal would: 
allow Japan to begin cultivating in an institutional framework: 
the kind of solidarity with its neighbours that has not existed. 
Then the burden of being an outsider in Asia and the Pacific re- 
gion would shift to another country such as South Korea. 
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-former Japanese prime minister Kakuei Tanaka as he tour- 
sed the five Aséan capitals in early 1974 constituted a land- 


. mark event through which Southeast Asia articulated its com- 
- món perception of Japan and transmitted it to its northern 
- neighbour. To a great extent, Asean’s fears and suspicions were 

~ based on the observation that the relationship between Japan 

-- and the Five had been grossly unequal. 


I. 


"The events of 1974 dictated that Japan would step up efforts to 
become more acceptable but observers point out that, after more 


— than eight years, Asean's perception has seen little fundamental 


— change: the impression is almost that it has been slower to 
. change than the actual relationships which link Japan and South- 
= east Asia at various levels. The heart-to-heart relationship be- 
_ tween Japan and Asean, advocated in 1977 by then Japanese 
- prime minister Takeo Fukuda during his own pilgrimage to the 
- region, will not come soon. But as Asean countries gain strength 


. accurately. 


= ish McDonald 
= “Tanaka arrived in Jakarta 
— ^en the evening of January 14 
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- around the city . . . after mid- 
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- «student demonstrators with 


4e posters attacking Japan for an 


- economic animal approach to 


"m 


— known as the Malari* affair. 


_and confidence in using their leverages vis-a-vis Japan, their im- 
"age of a zero-sum relationship — where any gain Japan makes is 
their loss of equal magnitude 
-— should be supplanted by 
interpretation of the Japan- 
Asean relationship which re- 
flects emerging reality more 


— In Indonesia, the anti- 
"Tanaka riots have come to be 


Australian journalist Ham- 
recounts: 


-—-to be met by several hundred 


Indonesia. As Tanaka went 
.to meetings the next day the 
streets of central Jakarta fill- 
ed with demonstrators and 
.onlookers. Over 11,000 
troops were on standby 


day, as students converged on 
the Merdeka Palace to press 
their demands to Tanaka, violence broke out in two nearby 
Chinese commercial areas. 

“Crowds, swelled by school students and young bystanders, 
attacked the headquarters of Astra, the Chinese-run Toyota 
agency . . . and then began burning Japanese cars or manhand- 
ling them into drainage canals . . . 11 people were shot dead, 
some 470 arrested and some 800 cars and 150 buildings de- 
stroyed, according to official figures." 

- It is now well-known that the Malari affair was not just an anti- 
Japanese uprising. Atnong other things, it was also a reflection 


- of a serious power struggle in the army leadership, the theory 


goes. But a private study conducted on behalf of the Japanese 
Embassy some months after the incident showed conclusively 
that there were pervasive anti-Japanese sentiments, at least 
among the Jakarta elite. While this study is off-limits to outsid- 
ers, there are plenty of hints of what the Indonesian elite was 
thinking on the subject of Japan. i | 
In December 1973, just one month before Tanaka's disastrous 
visit, the Centre for Strategic and International Studies (CSIS) 


*Short for malapetaka limabelas januari (January 15 tragedy). 
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n retrospect, the demonstrations and riots which greeted - 





Singapore's Tommy Koh: a cool, unpopular pragmatism. 


in Jakarta sponsored an Indonesia-Japan symposium with some 
of Japan's noted Southeast Asia hands. This became a tense 
meeting and a paper presented by the editor-in-chief of the na- 
tionalist daily Merdeka, B. M. Diah, was in some ways 
prophetic. 3l 

“Japan should remind herself that nationalism has made her a 
power," Diah said. “But nationalism in Asia, the other Asia, 
will reject the penetration into and subjugation imposed on her 
for any purpose as initiated by modern Japan. Those who helped 
Japan to'suppress the people economicallywill be crushed by 
progressive, militant internal powers in' the individual coun- 
tries. Thailand is one example." ! 

Diah went on: *It would be a heaven-sent blessing if out of her 
own will Japan changes her attitude in Asia, understands the 
sweeping undercurrents of the nationalistic aspirations of a new 
and upcoming world, and adapts herself to this metamorphosis 
which is dynamic and insistent. If this remains a utopia, then the 
alternative will be that reawakened Asians will decide what their 
political, economic and social attitude should be towards Japan. 
They will then conclude that the unchanging, so-called econo- 
mic animal of the east for whom Asians are supposedly destined 
to be easy prey, should be remade by a remoulded and militant 

| political power. China. . . has 
shown us how to do it. The 
Arabs. ‘give another perfor- 
mance.!. because they 
change, Japan changes! 
‘ShouldJapanwait for another 
disaster or incident in the Asia 
I speak of, just for the making 
of another profit-and-loss ac- 
count?** . 44 
Other Indonesian particip- 
ants at the same symposium 
were less extreme in their ex- 
pression but made it quite 
clear that they also worried 
about their unequal bilateral 
relationship with Japan. The 
records of the CSIS sym- 
posium are of incidental in- 
terest too because among In- 
donesian speakers were those 
who, experts later said, had 
been involved in the power 
struggle raging around the 
time of the Malari affair. Per- 
sonal assistants to President 
Suharto, Sujono Humardani and Ali Murtopo — both consi- 
dered to have a pro-Japan outlook — as well as the deputy com- 
mander of the armed forces, Sumitro, who was believed to have 
opposed the presidential assistants, presented papers. But not 
one of these speakers deviated from the common Indonesian 
position emphasising inequality. Sujono Humardani pointed to 
"tendencies that the stronger of the two partners, namely Japan, 
will decide the rules of the game in [bilateral Indonesia-Japan] 
relations," while Ali Murtopo suggested that Japan's political 
image would be enhanced if it “took initiatives to bring the de- 
veloping world to an equal footing." Sumitro emphasised that 
“aid and assistance to developing nations must not result in in- 
creased dependence." . ; | 

Fear of dependency was common throughout Asean coun- 
tries. Almost coinciding with Tanaka's trip, a conference — en- 
titled Japan as an Economic Power and its Implications for 
Southeast Asia — was organised by the Institute of Southeast 
Asian Studies in Singapore and this became a forum for partici- 
pants from Asean to explain and rationalise unfolding events. 
Thai academic Virabongsa Ramangkura said: *As you are prob- 
ably aware, Thai students submitted their proposals to the Ja- 
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panese prime minister during his visit to Thailand a few days 
ago. These proposals are fairly comprehensive . . . the central 
issues of these proposals are foreign trade with, and foreign in- 
vestment in, Thailand. Another major area of concern is the 
malpractices of Japanese enterprises in Thailand. 

"Japanese businessmen invest in Thailand because of self- 
interest. They bring with them business practices common in Ja- 
pan and may also create monopolies in Thailand. A Japanese 
company may, through its various subsidiaries, control imports, 
exports, production and domestic distribution, for example. In 
some cases it is necessary for Thai firms engaging in foreign 
trade to go through Japanese trading firms. In this sense, the 
economic sovereignty of Thailand is reduced." 


nterestingly, the Singapore delegate to this conference, 
T» Koh, now Singapore's ambassador to the United 

Nations, demonstrated a cool pragmatism which seemed to 
set him apart from other Asean delegates. While summarising 
Asean's complaints against Japan in the areas of trade, invest- 
ment and aid, Koh suggested that *much progress has been 
made in the past year in the liberalisation of Japanese trade," 
that “it is up to us to. set our environmental standards [to reject 
entry of polluting Japanese industries]|" and that it was “remark- 
able how high a priority Southeast Asia continues to enjoy in the 
Japanese aid programme," given Japan's diversification of im- 
port sources. 

Radical critics appear to forget that the Japanese did not force 
their way into Southeast Asian economies; some critics are using 
Japan as a scapegoat for their opposition to their own govern- 
ment and, apart from the solitary case of Thailand, Japanese in- 
vestment in the economies of Southeast Asia is in fact much 
smaller than American investment, Koh pointed out. He even 
expressed his deep faith in Japan's peaceful diplomacy and 
pleaded with Southeast Asians not to kick their northern neigh- 
bour around too: much. 

"If we shut out Japan from the raw materials it needs for its 
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economy, if we close our markets to its products, if we threaten 
its maritime routes, and if we are not willing to accord to Japan 
an important role in international affairs just because it does not 
have nuclear weapons, then we might, by our own actions, fulfil 
our prophecy [of a resurgent militarism in Japan]," Koh said. 

Koh was not very popular among Southeast Asian conference 
participants and audience. As one of them commented:. “While 
on the one hand Koh counsels people who are against Japanese 
investment and exploitation to change the system — as well as 
governments which are in collaboration with the Japanese —he, 
in the same breath, also advises the prostration of Southeast 
Asian resources and markets to Japan in order to avoid the 
dangers of a militarily expansionist Japan. In other words, he is 
saying to us; ‘Let us prostitute ourselves. If not, they will level 
their guns at us'." 

The Tanaka trip forced Japanese to reflect on themselves. 
Many Japanese papers on the subject which emerged bordered 
on morbid self-flagellation or a total excoriation of the Japanese 
system — which righteous critics pretended they had nothing to 
do with — and were not of much use to anybody. But there was 
also some sound analysis. 

Prof. Tatsumi Okabe, for example, listed many of South- 
east Asia's complaints against Japan and argued that some were 
deserved and some were based on differences in fundamental as- 
sumptions, which in turn were products of culture and tradition 
and were thus not easy to resolve in the short term. Okabe also 
maintained that there were criticisms against Japan which 
seemed to be emotional, irrational and self-serving to Japanese 
who felt they could logically refute them. 

But he noted that such Japanese refutations assumed that, 
among other things, Southeast Asian nations were truly inde- 
pendent and had achieved high degrees of political integration, 
or that Japanese business activities conducted within the laws 
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ole: t eks to intensify its economic copera- 
the Asean countries: and that the Japanese will work 
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n as well as in Japan but it was nonetheless a major ex- 








ig every Japanese move in its light. 







ie Minister Zenko Suzuki, who chose Asean for his first 
rseas trip in office early last year, did not change the 





Ja doctrine but elaborated on the nature of Japan's econo- 
cooperation. Suzuki stressed Tokyo's desire to help with re- 
agricultural, village and energy development and con- 









enterprises and development of human resources. 
academic Franklin Weinstein recently noted that, despite 
by Fukuda and Suzuki and all wide-ranging Japanese 
















inions expressed in another Indonesian-Japanese meeting 
ing ago, Weinstein was struck that *Indonesian partici- 
forth a litany of criticisms which repeated, with re- 
ibly little change, complaints voiced. a decade earlier." 
alising this Indonesian situation to the rest of Asean, 
ein advanced the thesis that Japan was put in a no-win po- 
most regardless of what course Japan chooses to follow, 
ist 1s likely to increase. Just to list a few of Japan's dilem- 
it gives more aid and investment, Tokyo will be seen as 
domination; but if it declines to do so, it will be viewed as 
d stingy. Japanese economic assistance is criticised for 
tributing sufficiently to the development of labour- 
e industries, but when Japan reorients its aid policies in 
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nities for rapid advancement in a US company are out- 
d by the risk of being discharged for unsatisfactory per- 
ce. A Japanese company, it is admitted, offers greater 
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einstein’s opinion, it is illusory to assume that “the ten- 
tween Japan and Southeast Asians would be significant- 
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critics may point to the fact that, throughout th e 1c 
east Asia. The doctrine may have sounded inane to critics - 
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framework of Japan's Asean diplomacy as set down in the 
| of purchasing power concept in convertin 


tion, promotion of labour-intensive small- and medium- |. irs pecus: 


which the visits symbolised, Southeast Asia's perception. 
did not appear to have changed significantly. Examin- 


on, “Tokyo i is accused of seeking to impose its devel- | h 
trategy and is criticised for i ignoring large-scale pro- 


fer of appropriate or intermediate technology is de- | 
accused of insulting Asean and keeping it in a subservient | 
on. Southeast Asian employees of Japanese companies 


criticise their employers for failing to promote them to po- . 


sked why they work for the Japanese, they say that op- 







rger 
ate was s double [7 en 
f« ese are rough figures and 
tion ís necessary to understand what is h 
well as in Asean. Even while staying 














Japán did better than any ‘Asean country in. the growth of per 


capita income, which of course has to do with population growth. 


But despite all qualifications which must: be made, the fact re- 


mains that Asean countries are now growing aster than Japan 


and one mathematical implication is that, i 
the gap will not widen but will be closed - 
` Admittedly the economic gap between” pd and Asean 
countries is quite wide in most cases, particularly ifi | 
terms of per capita GDP using market exchai 
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developed: and communications improv- 
ed, there has been a tendency for Asean’s 
complaints and demands to become more 
specific, and increasingly Asean seems 
to see Japan more rationally in the re- 
gional and global context. In a paper pre- 
pared for the Japan Centre for Interna- 
tional Exchange, Prof. Kazuo Nukazawa 
tabulated some of. Asean businessmen’s 
demands, expressed at (mostly bilateral) 
businessmen's meetings which have been 
institutionalised in, recent years. In- 
donesia wants increased investment by 
small- and medium-scale Japanese com- 
panies and wants Japanese trading com- 
panies to market Indonesian products, 
particularly non-oil exports, worldwide. 
Malaysians are worried about their grow- 
ing deficit in the invisible account (freight 
and insurance) and want a better civil av- 
lation agreement with Tokyo. They are 
also eager to get more Japanese invest- 
ment in processing. primary products and 
would like Tokyo to reduce tariffs on the 
processed exports. Thailand, still suffering 
from a large trade deficit with Japan, 
wants to see greater Japanese efforts to 
buy from it. Like Malaysians, Thais would 
like a more favourable civil aviation 
agreement as well as collaboration in al- 
ternative energy development. 

Filipinos are continuing to press for 
lower tariffs for some of their major ex- 
ports to Japan and are interested in a 
scheme for yen-based financing, with 
lower interest rates than for US dollars. 
Singapore wants Japan to buy more indus- 
trial products and wants a reduction of 
non-tariff barriers. 


iscussion of Japanese investment 
D» Southeast Asians, too, reflects 
increased knowledge of Japan and 
As leading 


X. 


confidence in themselves. 


. Philippino banker David Sycip wrote re- 


cently: “Although investments related to 
raw materials sourcing will continue to be 
significant, most Japanese investments in 
the next few years will — in response to 
host country policies — probably be in 
processing plants, some of which may go 
very far down-stream . . . Overseas mar- 
ket-development investments will be as- 
suming an increasingly important role as 
the growth of the domestic market in 
Japan decelerates as it becomes a more 
mature developed, country, but invest- 
ments designed to support the sale of Ja- 
panese products will increasingly have to 
be made in major overseas manufacturing 
facilities — in contrast with (the current) 
relatively minor overseas facilities en- 
gaged essentially in assembly operations. 
The most significant Japanese input in 
finished products, as host countries indus- 
trialise, may be largely confined to Japan- 
ese technology.” 

As mortal fear of Japan evaporates, 
Southeast Asians are placing Japan in per- 
spective and wondering how they might 
use it for their purposes. Every Asean 
government has shown this tendency and 
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in fact, dealing collectively with Japan 
(and other major countries) is one area in 
which Asean as an organisation has been 
most effective. Even Indonesian academic 
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‘Porodjatun epu J akti, vts was sane bit the Suharto 
government for his alleged involvement i in the Malari affair and 
remains today one of the more convincing critics of the unequal 
“economic relationship between Indonesia and Japan, is advocat- 
ang an Asean strategy to maximise gains from Tokyo. Arguing 
‘that Asean's interests are not identical with those of radicals 
‘among the group of 77 countries and that Asean lacks leverage 
"with both the US and Western Europe, Dorodjatun suggests 
that Asean should aim for a favourable implementation of the 
Fukuda doctrine directed towards the support of labour-inten- 
“sive economic development, involving as much as possible an ef- 
‘fective vertical. division of.labour be- 
"tween itself, on the one hand, and Japan p v © 
and the rest of. Northeast. Asia on the : 5. 


other. 
I year and in the months that fol- 
Ae. lowed, the Five had to acknow- 
ledge that Japan had been a very good 
boy — even compared to China and the 
US — on the question of Cambodia. 
Tokyo consistently backed Asean’s 
moves with firmness but never went 
ahead of Asean. In fact some Asean offi- 
cials rather wanted Japan to take greater 
initiative at times but, given the dilem- 
mas that Weinstein talked about, Tokyo 
was probably wise to keep a low profile. 

Even the Japanese. advocacy of a 
Pacific Community, which was clob- 
bered in most Asean countries and by 
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A military future?: Japan 's first early-warning plane i s 


many pro-Japanese thinkers, got a sympathetic reception from 
some Southeast Asians. The community, it was said, would re- 
sult in the greater dependency of smaller countries on regional 
grouping vis-a-vis the US, Japan and Australia and would also 
dilute the significance of existing groupings, notably Asean. 
Japan would reap the greatest economic benefits from the estab- 
lishment of such a community which could eventually be given 
political and military connotations, the theory went. But as 
Filipino researcher J. P. Estanislao sees it, the Pacificcommunity 
idea is Japan's “offer of a harmonious, mutually advantageous 
relationship within the region, a relationship that can minimise 
the strategic risks for itself, Asean, the US and other free-mar- 
ket economies in the Pacific rim." 

There is of course, great interest in Japan's future as a military 








power and quite understandably the very notion:causes horror 
and apprehension among many southeast Asians. But-here 


again Asean policymakers have new sets of assumptions and 


new analyses. Singapore has stated explicitly that it welcomes a 
limited Japanese military role, possibly outside Japanese terri- 
tory, to supplement US efforts. Other countries are less sure but 
there is a growing feeling (but by no means dominant yet) that 
the logic of a global balance of power may necessitate a greater 
military role played by Japan, as Jusuf Wanandi and Hadi 
Soesastro of the CSIS argued recently: “If-the US intends to 
give some kind of a regional role to Japan in the Asia-Pacific 

area, including the protection of Japan's vital sealanes through 
Southeast Asia, then a lot of dialogue with Asean would be 
needed to make it acceptable." 
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. Japan Inc. on a commando course. 


Aside from the fact that Asean would 
like to defend its own waters eventually, . 
an increased Japanese role could be ac- 
companied by another drop in US credi- 
bility in the region. It could also provoke 
the Soviets to counterbalance the Japan- 
ese and Asean would react negatively if 
the Japanese role did not fit the regional 
grouping's own plans, CSIS member's 
maintained. Whatever the Japanese 
plan to do in this area — and here South- 
east Asians tend to give the Japanese too 
much credit for knowing what they 
ought to be doing — Tokyo must be ex- 
tremely honest with-Asean and cleverer 
at public relations àt:the same time. 

Asean-Japan relations have improved 
since 1974. Given the conditions in 1974, 
this may not amoürif to much and im- 
provement may have-been slight. Ten- 
sion will continue. But surely it is signifi- 
cant that two of the most successful at the Ad Malay Asean game 
of economic development — Singapore an Malaysia which are 
also relatively successful politically — are'now running cam- 
paigns to learn the Japanese work ethic. «1» 

Perhaps it is only human for the Japanese to be flattered, but 
they probably ought to be happy for. din. ar reason also. 


PHOTOS: AP 


Emulate-Japan campaigns are an admission, at least by some 
Southeast Asians, that Japan did not prosper only by plundering 
and exploiting them but also worked hard*to get where it is. If 
Southeast Asians now work harder while'the Japanese become 
relaxed and flabby, the economic gap betWeen Asean and Japan 
will narrow quicker than most imagine today, thereby eliminat- 
ing one of the most serious obstacles to heart-to-heart relation- 
ships. jo | 
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vestment, there being a reservoir of experience in doing business 
Overseas since the 19th century. 
< Japanese investors may now be regarding foreign securities 
not only in terms of yield and capital gain but also as a means of 
safeguarding their principle through country diversification. In- 
deed some analysts account for the recent massive outflow of 
- capital — and the relative weakness of the yen — by the fact that 
- there is less confidence in the Japanese economy which, in this 
_ view, has become overly dependent on exports for its vitality. At 
_ the same time, it is believed that sluggish domestic demand can- 
-. not be forcibly stimulated by fiscal policy because of the govern- 
— ment's already troublesome budget deficit. An easy monetary 
- policy, which has been relied upon almost exclusively to reflate 
the economy, has led to excess liquidity that is continuously 
drained by high interest rates overseas. 
In this respect the Japanese economy faces uncertain pros- 
_ pects because of the threat of further protectionist restrictions, 
- whether or not self-imposed, on its exports. The worldwide call 
— for such restrictions has been if anything growing louder each 
_ month. Domestic market-oriented industries, too, are on the 
- defensive, increasingly forced to accommodate foreign competi- 
- tors as import barriers are torn down. This double-pronged as- 
_ sault on the basis of Japanese prosperity has been a cause of pes- 
. Ssimism for some Japan-based investors. 
— Greater Japanese interest in foreign bonds became evident in 


yi 
t 
\ 
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- figures for 1981. For 1980 there was only US$3.75 billion of Ja- 
be panese investment in foreign securities (note: until the amend- 
- ment of the foreign-currency exchange law effective December 
- 1980, figures for bonds and equity shares had not been kept 
— separately). By contrast, the same Japanese investment in 1981 
jumped to US$8.77 billion, of 
which US$8.53 billion were in 
bonds. This included the 
US$2.72 billion in yen-denomi- 
nated bonds issued in Tokyo. 
— Month by month from the 
— start of 1981 such figures began 
to rise. In January there were 
only US$263 million in foreign 
bonds purchases. While there 
. were some dips along the way 
_ the figure climbed to US$462 
- million in April, US$586 mil- 
- lion in July, and US$970 mil- 
— lion in December. The trend, 
T though moderating, continued 
- into 1982. The Ministry of Fi- 
. mance earlier in the year began 
- to direct Japanese institutions 
pie cease investing in foreign- 
. currency denominated bonds 
_ because of the adverse effect 
on the yen. There was a report 
. that some institutions resisted 
- the directive on the grounds 


| 
k 


- that it. contravened the 
. amended foreign-exchange 
. law. 


— Meanwhile, Japanese pur- 
chases of equity shares have re- 
mained embarassingly low, 
amounting to (net) US$240 
million in 1981 compared to 
foreign investment in Japanese 
shares worth US$6. 14 billion in 
1980 and US$3.48 billion in 
1981. Indeed, in 1981 there 
were seven months of net Ja- 
panese sales of foreign shares. 
Some sources were cautious 
about attributing reasons to the 
.long-held Japanese apathy to- 
wards foreign equity shares. It 
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Balance: foreign bonds affect his yen adversely. 


is said to reflect reluctance by Japanese investors to invest in 
their own domestic stockmarket, the perceived disadvantages 
being that much greater in foreign markets. There are also re- 
strictions on institutional investors buying into equity shares: 
Japanese investors are reluctant to turn over investment deci- 
sions to fund managers for foreign markets. There are apparent- 
ly other reasons, but it was clear that foreign equity shares did 
not enjoy the popularity that bonds did. 


ealthy individuals have started to invest in overseas 
WW eects more than before, but they still seem to be 

attached to conventional investments such as time depo- 
sits, land, cultural artifacts and even personal loans. This attitude 
has only recently been undermined by the high yield and relative 
security of foreign bonds, especially government issues. There 
is, additionally, the undocumented suspicion that the introduc- 
tion of the celebrated Green Card postal savings system has dri- 
ven some money overseas through nominees. Tax avoidance re- 
mains a key motive in investment decisions in Japan, especially 
since tax brackets have not been adjusted even slightly for infla- 
tion in several years. Additionally, there is the impact on the 
general populace of the propagation of modern financial at- 
titudes sponsored by banks, securities companies and the media 
which has enhanced popular awareness of investment in foreign 
securities. 

This has coincided with the diversification of domestic invest- 
ments. Postal savings — a conservative staple of private savings 
— saw a sharp drop in its growth rate in the third and fourth 
quarters of last year by 37% and 29% respectively, and only re- 
covered mildly in 1982. Total postal savings in Japan amount to 
¥70 trillion (US$298.8 billion) as of May this year. Indicative of 
the popular receptiveness to more sophisticated forms of invest- 
ment was the fact that, in the fall of last year, when securities 

| companies introduced a varia- 
tion of bond funds, subscrip- 
tions reached ¥500 billion’in 
the first month, according to 
Jardine Fleming Securities. 

Interest in gold has also re- 
vived following the disaster of 
1980; Before the price abrupt- 
ly tumbled by half there had 
been a feverish buying mood: 
the highest public prices for 
gold in the world were seen 
here. Unable to meet demand 
some dealers started a black 
market in gold futures. The 
collapse of the gold market 
soured many investors. 

But starting in 1981 — espe- 
cially towards the end of the 
year — Japanese dealers be- 
gan to import gold in large 
quantities. In the whole of 
1981 there were registered 173 
tonnes of gold imports worth 
US$2.45 billion, up from 36 
tonnes in 1980 at the then cur- 
rent price of US$630 million. 
Y" ... The main reason for this in- 
EXT pu crease appears to be that 

| = | 8| banks are now permitted 
(from April ist) to deal in gold 
and many of them made pur- 
chases in anticipation of the 
April date. Gold was also still 
selling at half the peak prices 
and was therefore seen to be 
less risky, with credible poten- 
tial for appreciation. This view 
has been marketed vigorously 
by dealers recently. Observers 
say that, in addition, there has 
been some capital flight to 
gold for tax reasons. 
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sharpens aed mos adita with automation. 


male Personal computers, 
“Z| word and data proc- 
= essors, facsimile termi- 
ES nals, electronic mail, the 
me private business satellite 
Ge system, teleconference— 
all are rapidly taking hold 
in the office, boosting 
productivity and profits 
| "Me record levels. Based 

: on advanced technolo- 
^ gies such as those used 
Ml to develop giant comput- 
ers and fiber optic com- 
munication systems, 
NEC offers a fully 
integrated line of office 
systems and equipment 
serving business in every 
conceivable application. 
After all, we've been 
contributing to it for over 
80 years. 
Another reason why 
NEC has earned the 
EN trust of customers the 
world over. 











Nippon. Electric Co. Ltd 


Box 1. Takanawa. Tokyo. Japan 
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DKB is Japan's largest bank, with total assets exceeding US$94 billion. DKB is also the 
international bank that understands the Japanese people and Japan's financial world 
through its vast domestic branch network and close financial relations with almost all leading 
Japanese companies. A few of the important reasons behind the fact that one out of every 
two foreign and foreign-affiliated companies in Japan 


today banks with DKB — turning to DKB as the kind of EH Tota Assets ——— A 20,000 
corporate partner they can depend on for up-to-date 89 Total Deposits 
financial data, or sophisticated international financing. (Unit: Billion Yen) 


If you're interested in putting DKB's far reaching v 


domestic and international capabilities to work for you, 
contact your nearest DKB overseas office. We're located in 
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D prm cone more than 40 key financial centers around the world. 
= building emen DKB — the international bank that listens and has the 
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Hong Kong Subsidiary: Dai-Ichi Kangyo Finance (Hong Kong) Ltd., 15th Floor, China Bldg., 29 Queen's Road, Central, Hong Kong 


Taipei Branch: No. 23, Sec. 1, Chang An East Road, Taipei, Taiwan, Republic of China Seoul Branch: KAL Bldg., 118, 2-Ka, Namdaemun-o, 
Chung-ku, Seoul, Korea Singapore Branch: G2, Hong Leong Bldg., 16, Raffles Quay, Singapore 0104 Jakarta Representative Office. Nusantara 
Bldg.. 14th Floor, Jl, M.H. Thamrin No. 59, Jakarta, Indonesia Kuala Lumpur Representative Office: 5th Floor, Mui Plaza, Jalan Parry, P.O. Box 

2613, Kuala Lumpur 01-02, Malaysia Bangkok Representative Office: 5th Floor, Thai Farmers Bank Bldg., 142 Silom Road, Bangkok 5, The Kingdom 
of Thailand Associated Companies at: Hong Kong, Bangkok, Singapore, Kuala Lumpur, Jakarta, Manila 


Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 























We Make Your Business 


Completely Established 
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TIM TEE 
LITTLE ES 2 - 


uen PROFITS ARE EAF EARNED SOURCE — NOT OWNERSHIP — - OF EQ EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC’S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC' bsidiaries and affiliated Companies in Asia H M a 

lione Weave: cles pelos (Asia) Ltd. Orient Leasing (Asia) Ltd. 
— Orient Leasing (Hong Kong) Ltd. - : 

Si e — Orient Leasing Singapore Ltd. Ü t L g (HK) Ltd 

rd aget -— United diea Leasing Co., SDN, BHD. rien easin » 


Indonesia — P. T. Orient Bina Usaha Leasing 





30th Floor, United Centre, 95, Queensway, Hong Kong. 


Korea — Korea Development Leasing Corporation Tel: 5-295522-27 Telex: 75680 OLCHK HX 
Philippines — Consolidated Orient Leasing and 


Finance Corporation 
Thailand — Thai Orient Leasing Co., Ltd. 
Sri Lanka — Lanka Orient Leasing Co., Ltd. 
China — China Orient Leasing Co., Ltd. 





As one of Japan’s major 
integrated trading houses, 

C. Itoh is helping the countries 
in Asia set the pace in 
economic growth. 

In Indonesia we develop oil 
resources. In Singapore we 
refine oil and process sugar. 

In Malaysia we manufacture 
planks and plywood. In Hong 
Kong, Korea, Thailand and 
Taiwan, textile projects meet 
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C. ITOH & CO., (Hong Kong) LTD. 
28th Floor, United Centre Building 95, Queensway, Hong Kong Phone: 5-296011, 298202, 298105 Telex: 73212 (ITOHC HX) 


C. ITOH & CO., LTD. 
Tokyo Head Office: C.P.O. Box 136, Tokyo, Japan Telex: J22295 (ITOHCHU) 
Singapore Branch: Hong Leong Building, 16, Raffles Quay, Singapore-1 Phone: 2202755 Telex: RS21275 (CITOH) 

Kuala Lumpur Branch: Lot No. 201, Kompleks Antarabangsa, Jalan Sultan Ismail, Kuala Lumpur, Malaysia Phone: 429166 Telex: 30295 (CITOH MA) 
Other Offices in Asia: Bangkok, Bombay, Calcutta, Colombo, Dacca, Islamabad, Jakarta, Kaohsiung, Karachi, Kota Kinabalu, Kuching, Manila, 

New Delhi, Penang, Pusan, Sandakan, Seoul and Taipei 

New York, Sao Paulo, London, Cairo, Sydney and 112 overseas offices 


the need for popular fabrics. 
From India, Pakistan, 
Bangladesh and Sri Lanka we 
import iron ore, shrimp, 
cotton, jute and other products. 


Au across Asia, C. Itoh is 
working to build a better future 
for all. With joint venture 
projects and by providing 
technical guidance. We are 
more than just an importer and 
exporter. Our activities also 
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extend to distribution, business 
organization, information 
gathering, financing, 
management guidance, 
development and other areas. 
So whatever your business, our 
trained experts will be happy 
to help you set the 

pace for growth. 
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BUSINESS LINES: Yarns. Fibres. Textiles and Apparel € Construction and Materials Handling Machinery € Heavy Machinery @ Iron and Steel Plants @ Textile Machinery 
Machinery for Paper, Paper Converting and Building Materials Industries € Food Processing and Medical Machinery € Industrial Plants € Chemical Plants € Chemical 
Machinery e Motor Vehicles € Marine Transport @ Aircraft € Power Plant and Electrical Machinery € Telecommunications Systems € Consumer Electronics € Industrial 
Electronics @ Iron Ore € Coal and Coke @ Steels and Steel Products € Nonferrous Metals and Ores @ Light Metals @ Grains and Foodstuffs @ Oils and Fats € Meat and 
Livestock e Feed Materials @ Sugar € Marine Products € Provisions € Pulp and Paper € General Merchandise @ Gas @ Crude Oil e Petroleum Products € Nuclear Energy 
Organic Chemicals € Fine Chemicals € Inorganic Chemicals @ Plastics € Overseas Construction and Contracting € Construction Materials and Utilities and a host of others. 





Where you see obstacles, 
we may see paths. 


Dresdner Bank 


Bank with imagination 


Dresdner Bank - One of the leading banks in the world. 


Dresdner Bank AG - Head Office: 1 Jürgen-Ponto-Platz, 6000 Frankfurt/Main, Federal Republic of Germany. 
Hong Kong Branch: World-Wide House, 19 Des Voeux Road C., G.P.O. Box 9910, Hong Kong : Singapore Branch: 6 Shenton Way (DBS Building), 
Singapore 0106 - Tokyo Branch: 5-2, Marunouchi, 2-chome, Chiyoda-ku, C.P.O. Box 1220, Tokyo 100-91. 


Jakarta Representative Office: 18th Floor, Wisma Kosgoro, Jalan M. H. Thamrin 53, Jakarta - Melbourne Representative Office: 367 Collins Street, 
P.O. Box 267 Collins Street, Melbourne/Vic. 3000 : Osaka Representative Office: Midosuji Mitsui Building, 7th Floor, 1 Bingomachi 5-chome, Higashi-ku, 
Osaka 541 - Sydney Representative Office: 60 Martin Place, Box 4222 G.P.O., Sydney, N.S.W. 2001 - Tokyo Representative Office, Investment and 
Underwriting: C.P.O. Box 1596, 7-1, Yurakucho 1-chome, Chiyoda-ku, Tokyo 100-91 


Representative Office for the People’s Republic of China - Beijing Office: Suite 2304-2306, Beijing Exhibition Hall Hotel, Xi Wai Da Jie. Beijing, 
V. R. China. - Hong Kong Office: World Wide House, 19 Des Voeux Road C., G.P.O. Box 9910, Hong Kong 


Dresdner (South East Asia) Limited: 41st Floor, Hong Leong Building, 16 Raffles Quay, Singapore 0104 








Honda sees winning as the 
second best reason for racing. 


There is sound thinking behind this Honda philos- 
ophy. Formula-ll racing makes the ideal mobile 
test laboratory because only the best technology 
survives under such super-tough conditions. 

Honda aims to prove and improve advanced tech- 
nology for later use in products sold to you and 
other customers worldwide. Innovative new ideas 
are constantly tested in Honda race vehicles. Win or lose, the valuable data obtained 
through these experiments always justify the expense and effort. Honda’s fine record 


WE of victories, including the 1981 European Formula-ll 





championship, shows how well testing and winning 
go together. 
Who does unique research and development? 
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RE of basic techndldev d in the past, he 
e Least by Masanori Mori- 
ess YY an 


rejects this as evidence that the Japanese 
are incapable of major scientific. and 
technological creation. 

Creativity, like other human qualities, 





supply and demand. In the world market- 


it- | place for knowledge there was previously | - 
| no neede- ) perceived demand — for Ja- 

a panese creativity in science or the indus- 
| trial arts, Thus, creativity had not been | 


| supplied.” 


-all Europe and the US have to offer, and 


| choice but tócreate their own technology. 

i- | The demand is there. What is necessary to 
meet it must be done: 

not co nadacive toc origi- | 
p or so itis 

. Even though Japan | 




















«c | understanding, the Japanese electronics 
orter of technology, on | industry almost a decade ago began ac- 
basis, for a decade, the | centing the development of original pro- 
iud ps da lessons. to | 
| ers and grasped the initiative in very large- 
scale integrated circuit technology, fibre 
$ optics. communications, voice recognition 
and other leading electronics technolo- 
E] gies. And, as Moritani witnesses through- 











d d«socio-caltiral dp | 
/hether out of. characteristic | 
r Ei pervasive inferiority com- 
dt comes to science and 
tech Sy. most Japanese have been in- 
d ed to accede to the. Western view. Or, 


the market-place. 


innovation in Japan. He describes a mode 
of managing innovation that is quite dif- 
ron : | ferent from that of other industrial coun- 
: -. panese hav for practical: reasons adopted 
^ the attitude of all good students: In order | 
 - fo learn something, it is necessary, ; above | 
all, to respect your teacher. And until re- | 
^ cently, there has been a general apprecia- 
on in Japan that much was to be earned | 









technological strength derives from the 



















rom other advanced industrial countries. a special 
But, Moritani urges, : in what is essen- | technologists, with their own esoteric 
l “tially dig r l 

-. original o Japanese ind hence aditvess 
ed toa home audience, it has now become F 
vi ally important that the Japanese clearly - 
c _comprehend their real 
technologic: il strength, its special charac- 
teristics and the mechanisms which sustain 
it. Japanese industry now leads the world 
in mass production technology, excelling 
in the manufacture of reliable products at 

_ » relatively low cost. But, if the Japanese do 
. not have confidence in their own qualities, 

© Moritani argues, it will be impossible for 
. ‘them to share their newly discovered skills | 
. ;With the United States and Europe. — 

. To this end, he proceeds to dismantle 

; the principal myths and received. wisdom | 
about Japanese technology. While free 
ing that Japan has co 


vation involves all those concerned with 
development, design and production. : 

Research engineers, the backbone of 
the system, are not mainly confined to the 
laboratory. Rather, in leading high- 
technology companies, as many as 6096 of 
them work on the factory floor. 

This unification of development, design 
and production i in the factory assures an 
integration of process and production in 
innovation, increasing at once the effi- 
ciency of both innovation and production. 
This, in turn, makes possible total quality 
control, from the design stage to delivery. 

















development. of new products to meet 

| changing’ consumer needs: and market 
conditions. | 

Driving what is s essentially a p cial 








What is new in Moritani's analysis are 
some useful insights into the dynamics of | 


It also greatly facilitates alert planning and - 


manifests itself in response to the law of | | 


But things have drastically changed. Ja- | oat 
| panese industry has absorbed just about | gi 


at | for the first time Japanese firms have no | 


This perception is not exactly new, of | se 
course. Motivated at least in part by this - « 


ducts such as consumer video tape-record- | 


tries. The major source of Japanese | 


priority given to the shop floor in the in- | se 
novative process. Research and develop- | m 
< ment (R and D) in the Japanese industrial | cn "s i te 
enterprise is not the exclusive preserve of | ti 

"breed of scientists and | 


knowledge and language, but rather inno- | 
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Japanese society." 
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creative process itself but rath 
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for eer s eiie celeb ki 
in the past, enabling Japanese in 
overtake competitors in other ad 
industrial nations in many fields of 
technology. That same teamwork 
serve Japanese industry well i in this n 
age of creativity. l 

Moritani has not written a tear fi 
Japan book, but this lesson is a$ impo 


iud the foreign reader as for the. p 
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falc olm Subhan - 


S: The rich, it seems, are never | 


upied with their own problems 
re a thought for the poor. And the 


Western summit meeting, which | 
ht together the leaders of six North | 


nations and Japan at the palace 
the French Sun King, Louis XIV, 
sailles, was no exception. -The 
passage in the relatively brief de- 


nof the seven heads of state or. gov- | 


nent deals with the problems of the de- 
ping countries. | 
| T ill af it iS ad las the -i one 


py 


goti tions n i key s economic issues soba | 
f 1 | t Mir Dens institutions. The i 


M pedcn more belt-tightening in the bid 
1g meson to heel, but some relief Hone Asia 


a wen d Nations. 


| to accept the deve 


1 | the most par 


A spokesman dor. the European 
Economic Communit (EEC), which was 
represented. at the summit by the presi: 
dents of its tw 


he à 
a draft resolution 


Ministers, though p 
countries would pre 


Group of 77 developing nations. It could 


two key institutions, the Euro- | anc 
pean Commission. and the. Council of iw 
dustrialised | ina 


| based on that circulated by the so-called | 


of the spec lised agencies, notably the In- 
netary Fund (IMF), World 

| ent on Tariffs 
teed. In other 

i ot pe vested 


be tabled by Canada, currently inthe chair | of z riti 


at the Organisation for Economic Co oope- 


ration and Development (OECD) in | \ 
Paris. Soundings made by the communi- | Int 


United States fully intended to support it. 


` ty's representatives - indicated. that the | ! 


US President Ronald Reagan's decision | Hel ink 


loping countries’ latest 


draft as “a basis for consultations” was | asp 


probably. intended as a gesture not so | to i 


to his hose President Francois Mitterrand cha 


of France, a staunch advocate of closer re- 


lations with the Third World; Even so, the | 


Americans insisted that the independence 


| spots, particularly ir in Asia, whose monè 
a oil) economies. managed last year to sus- 
| 1 | tain an average 5% real growth, while for 
inflation declined and cur- | 
y | rent-account balance-of-payments deficits 
| were brought under control. For the Third. 
i. World as a whole, the fund sees some re- 
lief in the form of oil prices remaining ùn- | 


changed in real terms throughout 1982-83, 


-| and the continuing decline of world infla- 


| tracted than w 
months. ago, 


|| 1981 and the 1.3% in 1980. This compares 


Jd decade before it. T 
| “The problem of low.or r negative growth | 
| in most of the [industrial] countries ap- 
| pears to be even-more severe and pro- 

thought likely just a few - 
the eport says. This i is due 


tion tates... "m NE 
The fund dore dete that the world' s in- 


| dustrial economies will continue to. slide 


deeper into recession — led-by the United ^ 


| States, whose, growth it predicts will de- 
cline this year. by 1%. Altogether the in- 
. dustrial economies are expected this year 


to grow by 0.75%, down from 1.2% in 


with an annual growth rate above. 4% 
from 1976 to the end of 1979. following the 
first oil crisis, and a 4.7% average in the 
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If developing countries turn out to be 
the main beneficiaries of the Versailles 


summit it will be largely because the lead- | 


ers of the industrialised world were unable 
to reach meaningful agreements on the 
other issues on their agenda. The sharp, 
almost acrimonious exchanges between 
Europeans and Americans over East- 
West trade, for example, gave Japanese 
Prime Minister Zenko Suzuki an opportu- 
nity to play the mediator’s role by 
stressing the need for the industrialised 
countries to cooperate with each other. 
Not surprisingly, therefore, the Japanese 
also insisted on the need for a multilateral 
approach and multilateral solutions. 


he fact that both the Americans and 
Europeans had issues on which they 
wanted each other’s active support meant 
that the Japanese were able to maintain a 
low profile. For once their trading 
partners were too preoccupied to mount 
their attack on Japanese import policies 
with their customary vigour, One passage 
in the summit declaration which seemed to 
be aimed mainly at Japan merely commits 
the industrialised countries “to work to- 
wards the further opening of our mar- 
kets.” 
- The series of trade liberalisation mea- 
sures announced by Japan in recent 
months helped of course (REVIEW, June 
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This means the real issue is whether the 
leadership of the industrial world will have 
the patience and resolve to stick to its cur- 
rent course, while taking additional mea- 
sures to contain budgetary deficits and 
bring more flexibility into wage bargain- 
ing. “In all countries still suffering from in- 
flation — and this means practically all in- 
dustrial countries — a shift to more expan- 
sionary policies now would reverse the 
hard-won progress made against inflation 
without offering the prospect of any sus- 
tainable reduction in unemployment," the 
report says. : 

The fund spells out clearly the implica- 
tions for the developing economies of the 
economic policies adopted by the indus- 
trial countries. In the most likely prospect 
for the medium term — called “Scenario 
A" — it sees the industrial countries main- 
taining tight money policies to bring infla- 
tion down to 5% over the next three years, 
while sustaining modest growth at 3% 
through 1984-86. Even this scenario envis- 
ages little improvement in. unemploy- 
ment. But if governments relax monetary 
controls — “Scenario B" — the fund pre- 
dicts that by 1986 growth will average 296 
while inflation will reach 8.595. : 

Under both projections the outlook for 
much of the Third World is now less bleak 
than was thought last year. “Many non-oil 
developing countries have already made 
significant adjustment progress." The 
main difference stems from falling oil 
prices together with the adoption by a 


growing upper of l Gey clopape countries 
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Suzuki: chance to mediate. 


4). These measures were more warmly 


. welcomed by Reagan than by his Euro- 


pean colleagues, perhaps partly because 
the Japanese Government recently de- 
cided to increase defence spending by al- 
most 8%. 

Significantly, Mitterrand claimed these 
Japanese measures were more likely to 
solve the trade problems of North 
America than of Europe. The commission 
found them quite inadequate, largely be- 
cause it wants a political declaration to the 


of "comprehensive programmes of adjust- 
ment." The real price of oil is now pro- 
jected to be 7% lower in 1986 than in last 
year's projections. Accordingly the Opec 
surplus is projected at only US$15 billion 
in 1986 rather than US$50 billion. 

Under the first scenario, the non-oil de- 
veloping countries are forecast by 1986 to 
bring their current-account deficits down 
to 15% of GNP from this year’s 20% level. 


rovided the industrial countries contain 

inflation, the fund predicts, current- 
account deficits of the non- oil developing 
countries — projected to increase from 
US$97 billion this year to US$120 billion 
in 1986 — can be financed by the commer- 
cial banking system. 

If expansionary policies are adopted 
under Scenario B the IMF expects that 

"an adequate response by the market to 
financing needs of developing countries 
would be more problematic." 

Overall, Asia is doing better than any 
other region. Real growth for the non-oil 
Asian less-developed countries (LDCs) 
held at 576 last year, and is expected to 
stay there again in 1982 given good wea- 
ther and a recovery in private investment 
in some countries. This looks particularly 
good in comparison to Latin America, the 
other particularly dynamic region where 
normally high growth came to an abrupt 
halt in 1981. 

A key to Asia's record of stable and 
consistent growth seems to be its determi- 
nation to contain inflation. An appendix 
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by US$4 billion to US$27 billion. Malaysia — 


ibid fa e. 


effect that Japanese trade pation will-b q 
aimed specifically at raising the PAPE d 3 
of manufactured goods in imports. — 

The sharpest criticism of Japanese tad K 
ing practices was made by the commis- 
sion’s representatives and prompted a de- 
tailed, six-point reply, which reportedly 
was favourably received by both thè 
French Foreign Trade Minister, Michel 3" 


Jobert, and the West German Economics - : 


Minister, Count Otto Lambsdorff. As © 
Japan imports almost all its oil supplies, — M 
arguments based on percentages are "Ans es 
fair, it was contended. In absolute terms, 
Japan's imports of manufactured product ud 
rose from US$21 billion in 1978 to Maur 
billion last year. 

But if US-Japanese trade relations seem 
to be on the mend, those between the US _ 
and the EEC have deteriorated sharply in- c 
recent months. Asa result, Common Mar- - 
ket representatives were claiming that fail- - 
ure to reduce substantially the tensions in- 
West-West relations could have an un- a 
favourable effect on the Gatt ministerial - 
conference — the first in nine years — se p 
for November. 

The summit did not try to draw MU E: 
conference agenda, on the grounds that it 
would have been presumptuous of the in- 
dustrialised countries to do so for a meet- _ 
ing at which developing countries will bein A 
the majority. Nevertheless, they declared _ 

























i] 
e 


. 5 ^ 2 
to the report entitled Link between — $ 
Growth and Inflation in Non-Oil De- a 
veloping Countries shows that between ME 
1975-81 low inflation-rate countries hada 
growth rate which averaged about 4. 5% E 
while growth in high-inflation countries — 
was 1% less at 3.5%. "Far from payinga - ^^ 
short-run penalty in the form of reduced — 
growth, the countries that contained infla- _ 
tion most successfully have tended to be. um 
rewarded by a better-than-average Mh 
performance." 

Throughout 1981, most of the countries - 
in Asia pursued basically cautious demand A 
management policies. China cut back 
public-sector investment and India tight- — 
ened domestic credit. In contrast, — 
Malaysia and South Korea turned to ex- - 
pansionary fiscal policies to offset sluggish 
private investment and weak external de- — 
mand. Overall inflation in the region - 
dropped from 13% in 1980 to 10% in 1981 — 
— still a high level by the region's historie 
standards. Es 
Current-account deficits in Asia are ex- E 3 
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pected to deteriorate moderately in 1982, — 
with the aggregate deficit projected to rise _ 


is the only country expected to deviate — - 
from the general pattern with a sharp rise — — 
in the current-account deficit, though — 
India's position may weaken significantly — - 
as workers’ remittances fall off. Export 
earnings for the region are expected to ac- - 
celerate and no major difficulty is fore- 
seen in acquiring the necessary levels of — 
exterfial financing. 
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"multilateral - 


ot 


*xpressed his country” $ determina- 


sue on. which Gatt has been dead- 
ace the Tokyo round of ar 
and such issues of the *new era" 

elations as trade in services, ANA 
id advanced technology. Accord- 
he French, the ministerial confer- 
ould launch negotiations aimed at 
jg up codes of conduct. | 

















summit declaration contains the 
ustomary references to protectionism. 
participants declared they “will resist 
tionist pressures and trade-distort- 
practices." But the Europeans were 
ing of their steel exports to the US, 
.example, which are threatened. by 
sh import restrictions sought by the 
ierican steel industry, and the US of 
“distorting practices" as European 
port subsidies. 

1e summit countries have undertaken 
' expand trading opportunities, in parti- 
ar with the newly industrialised coun- 
," But whether these undertakings 





























































































tralian proposal for a complete freeze 
all further protection was ignored. 


bills fostering protectionist measures 
it, while the EEC is currently en- 
d in negotiating new restrictions on 
le 
erica. All the signs point to more re- 
tions on imports. 

n the whole, therefore, the. summit. is 





ltrade.-As a result of a French initia- 


process leading to greater monetary 


MF. One of the aims is to reduce fluc- 
n exchange rates, notably of the 





oth trade and capital flows. But 


er the industrialised countries are 
implement the monetary undertak- 





vene in the exéhange markets to 
set “disorderly conditions. " 

Despite the declaration's reassuring 
jthe industrialised 








edi to jit only once. ftsa aim in ae 
ng to the summit a study: 

‘simply to-show that any objective 
y must reach this conclusion. 


ithough the monetary programme 





n, it is so warded that action by the 
icans to prevent fluctuations in the 


‘ policy of ene” 
‘cooperation, 







ooperate actively in the Gatt con- - 
. Among the issues Tokyo would - 
oconsider are safeguard measures © 


e kept remains to be seen. The | 


he fact is the US Congress has at least 


imports from: Asia and Latin | 


cely to. make any serious impact on - 
-it may just succeed in setting in mo- 


ty, on the basis of closer cooperation - 
en the summit countries and with - 


ar — a move which would helpin- - 


f the venture will depend on 


adopted at thesummit, notably that to - 


countries 






on the subject - 









f the dollar are very unlikely. Gov- | wo 
nents will intervene “if necessary” to | tior 





agreement these : past 35 years. 








| ence interest rates. The most the Ameri- 
cans would concede is that rates are. now 
"unacceptably high." But they remain 
convinced that rates. will come downin the 
US às soon as fears of continuing. high 
budget deficits are allayed. This view was 
challenged by the French, who maintain 
the Reagan administration can act to re- 
. duce interest rates iit so wishes. The sum- 
tnit declaration: nevertheless. commits. the 
Americans only to what they are already 
trying to achieve — greater e conor over 
d e deficits. 


We 
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By Patrick Smith and Frieda K oh 


Singapore: The government’s determi- 
nation to proceed with its long-considered 








Communications 





Minister Ong Teng 







development decisions made since the re- 
public's. independence 19 years ago. The 









lion) at 1982 prices, will be the largest 
single spending commitment Singers 
has ever made. 






of nation the government envisions in the 
next decade — and, indeed, well into the 





| nificant impact on the country’s financial, 





labour requirements, its property values 







tems, as well as the quality of life of Sin- 
gaporeans. 
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The island republic S i decisión! to jet itself a r 
could have the biggest impact since | i ide pen 


. plans to build a mass rapid transit (MRT) | 
system here, announced late last month by. 


Cheong, marks one of the most crucial) 


10-year building project, conservatively | i ig to : 
estimated to cost S$5 billion (US$2.38 bil-| close 


It is integrally connected with the kind : 


next century. Even in its construction - 
| phase, the system is expected to have a sige 


and, of course, its road and transport sys- - 


"When completed in the mid- to late- | south 
1990s, the MRT system will comprise two | “moc 
-rail corridors of some 47 kms with 34 sta- | consu 
- tions. The east-west line (32.6 kms and 22 | By 
stations) and north-south line (14.4 kms | t 

and 12 stations) are to intersect at two | | 
points in the republic' scentral commercial | 
zone. Five extensions to the basic system |. 
are described as "possible" in the latest | t 
government documents outlining thepro- | © 
ject. These would total an additional 23 | je 
kms and would include eight more sta- j| stu 


Roughly 20 kms of the total proposed | the ext 
70-km. system would be underground, 10 | transp 
kms would be at street level and 40 kms | hard 

Id be: The underground por- |- ar 
ntrated | an heavi yi 





| active : phase. | of glob Soviet_interven- 





onism. In order to curtail it; fe wants to 
coordinate Western policies not only in 
the politica and military fields but also the 
economic. - 
Increased — 









fade especially when 


| funded through low- cost credits, and sales 








of advanced technology, strengthen the 
economic and military power of the Soviet 
Union and other East European countries 
— and therefore | their ae to inter- 
vene worldwide: T | 


















_ Gebule was 


pot credit s. d 


agreement goce among indus- 













i "ibis week 3 
| d that the present. 
cost estimate ^is likely to fall signifi- 
| cantly short of real costs by the time the 
project is completed. 

As currently proposed, the basic system 
is to be built and implemented in six stages 
over à period of iee ane a nar years. 

Mee a : i. C ccord- 




























commercial and investment prospects, its | system 
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sec co intr ies wi th ir the fi ar 


according to their level of economic deve- 
lopment and fixes rates for each category. 


The Americans want the Soviet Union 


moved into Category One, in which casei it 


would have to pay more than 1% extra. 


adopted). 
The summit eventually agreed to 
“handle cautiously financial relations with 


(provided the new rates are Duc e 


the East European countries" and “to en- © 


sure they are conducted on a sound 
economic basis, including the need for 
commercial prudence in limiting. export 
credits." 
review, during which countries may well 
have to explain a particular decision to ex- 


tend export credits. But comments by the. 


summit participants made it clear that 
every country will interpres the declara- 
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Ong: crucial announcement. - 


fore a group of urban planners on May 28; 
represents the final resolution of both of 
these questions. The most recent consul- 


tants’ study on the projected transport- 


needs of the republic until the end of the 


century appears to have satisfied the gov- . 


ernment that even a radically restructured 
“all-bus” system — the main alternative 
proposal to an MRT — would not be suffi- 
cient to meet expected demand for mass 
transport without creating greater traffic 
congestion than already exists. | 


n the financing side, the VEN 


has decided to use revenue from the : 


sale of reclaimed land near the central busi- 
ness district to pay for the entire initial in- 
vestment. There is no provision in the pro- 
posals thus far completed for interest pay- 
ments, - exchange-rate fluctuations or 
other charges normally attached. to bor- 
rowing. This method of payment Pe the 
deposit of land-sale income into general 
revenues and the financing of the system 
as development expenditure — is appa- 
rently a relatively recent feature of the 
planning and appears to have been signifi- 
cant Decem de remaining rero 1 to 
C 
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There is to be a semi- -annual 


d ^ 
‘On the key i issues which were before it, 
the decisions of the Versailles summit are 
likely to go the way of those of the Ottawa 
summit — into obscurity, Its one innova- 
tive feature was a report by Mitterrand 
seeking to launch a concerted programme 


-of selective growth through technology. 


While all the summit participants agreed 
that technology is playing an important 
role in promoting economic growth and 


generating employment, only the Japan- 


ese attached special importance to the 
French call for international cooperation 
in technological development. However, 


like the Americans, they felt the private 


sector is best placed to develop technol- 
ogy. The only immediate result, therefore, 

will be the creation of a working group to 
identify priorities and report this year. fd 


functioning, the system is expected to pay 


for its annual operating costs through gen- 
eral fare revenues and a small additional 


income from such items as advertising and. 


shop rentals in some stations. 

A number of long-term social and de- 
mographic considerations contributed to 
the government's. decision to go ahead 


-with the MRT system. Singapore has long 
had a visible policy to control growth in 


population — which is forecast to rise by 
24% to 3 million by the end of this cen- 
tury. However, employment will increase 


. more dramatically in the same period — 


by 32% nationwide and 37% in the central 
business district. Apart from the obvious 
increase in travel to places of employ- 
ment, increased household incomes re- 
sulting from this pattern will contribute to 


-a projected 60% rise in private car owner- 


ship to 250,000 vehicles. This represents a 
ratio of one car for évery 12 citizens, which 
the government has accepted as its target; 
the ratio now is one to 16. | 
This will mean, however, that the MRT 
must be accompanied by continued use of 
high road taxes, import duties and regis- 
tration fees for private cars. The bus sys- 
tem is also likely to be restructured, 
though not as radically as had been in- 
tended under previous all-bus alternative 
proposals. Plans for the bus system, like 
many other details related to the MRT 
and its side-effects, are as yet unclear. But 
the fleet is likely to be significantly smaller 
than the 3,400 buses now operating here, 
given that the MRT is expected to carry a 
third or more of total public transport traf- 
fic. 
The bus system is also likely to be mod- 


ernised,. with perhaps two-thirds of the 


fleet being double-decked against less 
than 10% currently. Perhaps most signifi- 
cant, the bus system's main function will 


- be different: it will increasingly be used to 


"feed" the MRT system itself and will be 
partly eliminated from currently con- 


 gested commercial zones in favour of out- 


lying areas of the island not directly 
touched by the rai system. © 
The proposed MRT is a clear reflection 


of the government's ambitious public 
House lans which ae. a epeioncy 
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FAR EASTERN INVESTOR - 
WE ARE THE PROFESSIONAL - jg 
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OPPORTUNITY —  — 
DRAWS US TOGETHER — — 


Qualico is one of. 'the largest - | 
privately owned. real estate. de E 
velopment companies in North |. 


we, DAN 
America. We have been success- * | z 


fully developing and- managing - 
income producing properties for. 
30 years and currently own or 
administer assets in excess of 4e 
SHK.. 5 billion. l br Pi 


In recent years we have speci- - l| 
fically developed for memos || A 
real estate product valued at A Fy 
$HK. 2 billion. 


- be 
E. 
1 
a selection of prime residential ef. : 
and commercial properties which - 
offer excellent potential forboth - o 
investment yield and capital - 2 
appreciation. In addition, we can | 
provide desirable land banking | m 


appgrtunitiess ey d X 


des 
At Qualico we have the financial - is 
strength and development ex- 2 
pertise to design and deliver the | - 
type of investment vehicle that |. X 


be 
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we have busines to. 
discuss. 
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Flexibility with Room for Growth 


lf you demand more from your Port and keep settling for less—Now is 


the time to look at alternatives. 


Compare These Advantages: 

- Highway access 

. Rail access 

: Minimum congestion 

e Multiple dock and vessel cranes 
: Deep water facilities 

. Speed in handling containers 

. Nearby container freight stations 
- Heavy-lift capacity 

Call or write the Port of Richmond for more 
information today. 


Port ef A 
P Kieksmeoreel 


Port Operations 
City Hall 
Richmond, CA. 94804 


(415) 231-2440 
TWX: 910-382-6016 
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sive and will require s 
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beginning 


Ed thermore eo recovery, ich could mean |. 
rising demand all around and high labour — 


and iY i 
for m len of the estimated T on 


have a further inflati nary 


hout the MRT the full tt pores 

a South [the area whose sales pro- 

ll finance the railway] will not be 
The value of id in Sing 


awaiting sale | 


n than half. ‘id. 


F. overnment in- | Si 


eh e. 


£ overnment officials: say the financing dt 
w the railway will not be one dollar-for- 


^ traditionalh had a ae. a ahd | 


this consideration together with prevailing - 


interest rates, the availability of conces- 


| sional loans such as export credits and | 
property prices will probably influence the | 


financing method. Government officials | - 


| api the a for the pos to be i in 
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SINGAPORE ' 
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grants t to itis provisional MRT 
nich was set Pup asa statutory 


x vet ‘Been d ded aether t thee proceeds 


erial costs. Relatively 1000 v bos | will finan 


sels the local construction 


ers] staggered aris investment reasons, ‘to allow 
1 n r flexible land use and p bottlenecks 
Singapore. pe: said most of the P workers jin 


an overseas consultar on tando use telaten 
| to the MRT, and until the. use is deter- 
mined in about two years’ time, the impact 


of the syster Boe nd pe will remain a 


: ie ate that proceeds will 
for the capital and initial r run- 
the MRT. j P. 
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g (though officials emphasise 
does not imply that the same | 
suppliers will necessarily be 
By specifying them the govern- 
ners have left themselves room 























would be far easier than to ex- 
nce tunnelling begins. — — 
‘oad terms, however, the govern- 
; taking a decidedly conservative 
| to the type of system that will 
ually be chosen. It is already estab- 
hat the system will consist entirely 
ponents tested elsewhere in operat- 
ditions. "They do not want to be 
body's guinea-pigs," an informed 
aid. This will almost certainly 
te some equipment that has been | 
| here already — such as cars run on 
motor system instead of a tradi- 
























gapore: The government's research 
rail-based mass rapid transit (MRT ) 
n is almost as old as the republic it- 
rst studies were conducted with 








ne ent Pro 19708 a a role ee Kis 
oe just announced was under 









"d and: station stops alise to 
ate "new towns" with heavily- 
trated populations, the basic sys- 
nced late last month has been 
ards at least since 1977 — and 
ar longer. | 
ed, the announcement Gade by 
junications Minister Ong. Teng 

does not represent any recent ad- 

| stem a Rather, it sig 
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dence on that area’s land sales. 


lo omnibus solution - 


Singapore finally abandons the idea of an all-bus- 
ystem — and of pleasing everyone | 


“were conducted in the same period. Most 
. of those concerned with alternative sys- | 1 
tems recommended an MRT on the basis | 


. with technical feasibility ake supported an 
MRT. 


 terest-Crate fluctuations — from which — 


- ing has suffered — were worrisome. 


sumptions to conclusions. The Hansen 
team, a group of Harvard economists, led 


ing | "all- -bus" system w ld be sufficient to | s 


he are ‘similar to those int use in | ti 
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e ih may pe 
relies too heavily 
f build t MRT. 


has indicated that building may begin.in | chase 
the Clementi area on the east-west line | ra 
since that is where the main depot is to be | ot 
located. It is almost certain that opening. 
up the Marina South extension will be a 
priority because of the project's depen- 

























projects are imp 
no local capa 
tunnels and th Y 
to build if inexperi ed 
| team up with foreign firm igh joint 
ventures. But local contractor have press- 
ed the government for participation ont the — 
grounds that a transfer of technology, is 
ferenda us 
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Marina South is also the only extension 
that is now certain to be approved, All of 
them are to be built on a patronage basis, 
and sources have indicated that this will 
probably mean that an extension serving 
Changi airport, for one, is not ey if it is 
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launched three phases of mass transit re- 
search, running from 1972-80. Other 
studies, including one by the Ministry for | 
National Development (1976), another by | ti 
the Ministry of Defence (1978), and still I: 
others by separately formed committees, . 






buses which were ‘clei yun 
real work." ^ "a ” 
Nu critics said the T 












of cost-benefit criteria. Others concerned ness hours. 

"Hanes also » proposed’ a limited MRT- 
cum-improved bus network, but this was 
| MEM | quickly disparaged by critics as short- — 

esitation over the MRT on the part of | sighted since the single east-west line P 
the normally decisive PAP govern- proposed did not rea reas, ^ 
ment bas been related principally to finan- | 4 
cial questions — many of them apparently 
pòsed by the fiscally prudent Finance | 
Ministry under Hon Sui Sen and by De- 
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puty Prime Minister Goh Keng Swee, who - $ cen : 
has long been associated with manage- 








ment of Singapore's large government | H 
surpluses. Those who questioned the sys- | f: 
tem were concerned not only with whe- | for b 
ther the MRT would be a wise use of | lopme 
funds. The impact of borrowing was also | la 

questioned. Exchange-rate losses and in- 






















: irepo paseta 
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This hesitation. culminated in a Goh- | 






supported commissioning in mid-1980 of a | so 
seven-member team of consultants to all | 







previous MRT research, from basic as- 







by the late Kenneth Hansen, concluded in | b. 
early 1980 that a radically restructured 
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We don’t promise you the Earth. 











Research proves that the Far Eastern 
Economic Review effectively reaches more top 
decision-makers in Asia than any other publication. * 

It also proves conclusively that the Review is 
more highly regarded by these same top 
decision-makers. 

The reason clearly lies in the unique nature of 



















But in Asia we promise you 
more influence over more 

top decision-makers than any 
Xher publication on Earth. 





the Review's content and the fact that there is 
nothing published in Asia today comparable to 

its thought-provoking editorial environment. This 
makes it indispensable reading for all top 
decision-makers in Asia. 

Furthermore, not only does this elite group 
represent a much higher proportion of our total 
readership than is the case with any other 
magazine, but we offer you an ever-increasing 
number of such readers. 

Our attained circulation is now 54,458. * * 
More than three times what it was seven years ago. 

All of which means that if you, as an 
advertiser, have something serious to say to 
Asia's top decision-makers, the Review provides 
the ideal environment in which to say it. 

For more information about advertising in the 
Review, call Charles H. Stolbach at 5-734301 
or write on your company letterhead to the Far 
Eastern Economic Review, GPO Box 160, 

Hong Kong. 


* All data and percentages are taken from the 
Asian Executive Study — an independent 
readership Survey by the US research firm — 
Erdos & Morgan Inc. 

** As submitted for ABC Audit June 30, 1981. 
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How we keep the fires of industry burning. 


CSR Limited is a large and diversified Australian company 
involved in the exploration, mining and export of Australia’s energy 
and mineral resources. 

CSR operates five coal mines through its wholly owned 
subsidiaries, Buchanan Borehole Collieries Pty Ltd, Thiess Holdings 
Ltd and Western Collieries Ltd with the combined capacity of over 
eight million tonnes a year. A large proportion of this coal is exported 
to Asia. A new mine, Drayton, is being constructed and CSR is also 
evaluating extensive deposits of black and brown coal. CSR manages 
coal handling facilities at Newcastle and Mt Thorley, NSW. 

CSR, through AAR Limited (100% CSR), produces oil in 
Indonesia, natural gas at Roma in Queensland and operates the 
Roma-Brisbane natural gas pipeline. Through Delhi Petroleum Pty 
Ltd, CSR has substantial interests in oil and gas resources in the 
Cooper, Eromanga and Pedirka Basins in Queensland and South 
Australia. Gas from the Cooper Basin is already supplied to the 
Australian market. 

CSR's other activities include sugar, minerals, aluminium, 
chemicals and building materials. 

CSR, managed and substantially owned by Australians, began 
in sugar in 1855 and has developed into one of Australia’s large, 
diversified and growing companies. 


CSR Limited 
1 O'Connell Street 
Sydney 2000 Australia 





BN. The Dutch Bank? . 
Do they know much about East Asia? 
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è Marg La NT € HE DOG 
In 1824. ABN opened its first office in East Asia 
Following this historic move into this branches. Worldwide, our operations span the Call on the ABN Bank and find out how 


region, the Singapore office was established in — five continents and over 42 countries, 


| our 150 years of experience in East Asia and 
1858. Thirty years later, the Penang office was employing outside The Netherlands nearly 





international expertise can help you. 
opened. 8400 people who daily deal in more than 140 
From that time we have been deeply different currencies. 
involved in the development of the trading, Our assets exceed Fl.122.5 billion. 
manufacturing and export activities in this ABN is now the largest international Dutch 





region. But our growth wasn't restricted to this Bank in the world. We affer a complete range 


part of the world. | of financial services, from international letters — The largest international Dutch bank with over 
In The Netherlands, we have over 700 of credit to providing finance for industries. 150 years experience in East Asia. 


INDONESIA, Jakarta: Jalan Ir. Haji Juanda 23-24 Tel. 382309. Sub-branch, Kali Besar Timur 11/19 Tel. 673243 MALAYSIA, Kuala Lumpur: Wisma Sachdev 16-2 jalan Raja Laut Tel, 989155 Penang: 9 Leboh 
Pantai Tel. 362144 SRI LANKA: 30 Sir Baron Jayatilaka. Mawatha Colombo 1. Tel. 20205 SINGAPORE: 2 Cecil Street Singapore 0104 Tel. 915511 JAPAN. Tokyo: Fuji Building 2-3 Maurunouchi 3-chome 
Chivoda-ku Tel. (031 211-1760 Fukuoka: Hakata Shin Mitsui Building 1-1 Hakata Ekimae I-chome, Hakata-ka. Fukuoka 812 Tel, (092) 473-1955 Kobe: Daishin Building 113 Higashi-machi, Chuo-ku 

Tel. 1078) 321-4591 Osaka: Toke Building No. 5, 4-chome Azuchimachi, Higashi-ku. Osaka Tel, 06-261-3251 KOREA: Daewoo Centre Building Room 1818 No. 541 Namdaemoon-roS-ka Chung-ku Tei. 778-0221 


HONG KONG: Main Branch, Holland House 9 Ice House Street Tel. 5-226001. TAIWAN. (R.o,C,) Taipei: HBU Bank (Affiliation of ABN Bank}. 61-1 Sung Chiang Road, Tel, 3581-8131/5. 
HEAD OFFICE: Amsterdam Netherlands 32 Vijzelstraai 


AGAM AT 


———————————————————————————————————————————A————————— ee eo ay te 


Res ae Se oe 


= SSS 


| 
: 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Hospitality from the heart 


-a part of our tradition 
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This vivid painting which has its origins in the 
enchanting island of Bali is a typical scene from Indonesia's 
rich and dramatic folklore. It shows the simple generosity 
which is so much a part of the Indonesian tradition. In 
Indonesia such warmth comes easily. It comes straight 
from the heart — which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 

alive. You'll see it in the many little things we do to make 
you more comfortable. 
The little things that make 
the difference between mere 3 
service and service that comes 
straight from the heart. z 

It’s what makes j 
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the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 
Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM £ Golden Tulip Worldwide Hotel. 


For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are Hawaiian Regent, Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Royal Cliff Beach and Sonargaon. 
Operated by Tokyu Hotels International. 


McCANN H5P/0087/82 
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‘Lhe 
Giant Panda 


needs your help 
to survive 


QNS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWE needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 


















ERE HELPING MAN — / 
REACH FURTHER 
AND FURTHER. 


New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that's never been 
built before. 
Like the world's first 
amphibious bulldozer. And the 
world's first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu's commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 











ete KOMATSU 


Komatsu offices: Tokyo, Singapore, Jakarta, Manila, Bangkok 
Bangalore, Karachi, Beijing, Sydney. Istanbul. Cairo, Alger, Dubai 
Tehran, Baghdad. Jeddah, Riyadh, Damman, Nairobi, Abidjan 
Niamey. Lagos. Johannesburg. Moscow, Warsaw, Brussels. Paris 
Madrid. Frankfurt, Stuttgart. London, Habana, Buenos Aires, Panama 
Caracas. Lima, Sao Paulo, Bogota. Mexico City. San Francisco 
Oakland, Philadelphia, Detroit, Dallas. Atlanta, Chicago, Toronto 
Vancouver. and distributors in over 100 countries around the world 









C APACIT The capacity of the 

Great Whale to store 
oxygen in its lungs, extensive blood system and 
muscle tissue enables it to submerge for up to 
30 minutes and dive to depths of 2,000 metres 
or more. A capacity unsurpassed in the marine 
world. 

Substantial and versatile capacity is 
something that Nedlloyd Lines is proud to be 
able to offer shippers. With a fleet of over 80 
vessels providing everything from heavy lift to 
cellular and breakbulk services worldwide, we 
are setting new standards of excellence in 
service to our clients. 


Our Capacity — at your service. 
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asy Nedlloyd Lines. Houtlaan 21, 3016 DA Rotterdam 
m Tel: 177933 Telex: 24690 Telegrams: NEDSHIP 


A member of the Nedlloyd Group 
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- Huang; Chang: smooth transition. 


A giant spiderless web 












The complex financial empire of Chang Ming Thien 
is left without an obvious successor 


By Gary Coull 
T” recent death of Malaysian entre- 
preneur Chang Ming Thien closes an 
eventful and often controversial chapter 
in the secret world of Overseas Chinese 
* business dealings in Southeast Asia. But it 
also opens up an uncertain future for his 
substantial and complicated business em- 
pire. 

Chang's:charm and personal relation- 
ships with his business partners held to- 
gether the patchwork of Overseas Chinese 
investors who control Hongkong's Over- 
seas Trust Bank (OTB) and its important 
though little-known holding company, In- 
ternational Consolidated Investment Ltd 
(ICIL), which has varied property, finan- 
cial and investment interests in Southeast 
- Asia and elsewhere. Chang's death-could 
upset the delicate balance of power. In- 
deed, the REVIEW has learned that the 


transition so far has been less smooth than . 


OTB officials care to admit. 

Control of OTB, one of Hongkong's 
largest banks, could be wrested from the 
Chang family if certain pockets of 
shareholders become disenchanted with 
the new management. One possible inter- 
loper is Hongkong property magnate Li 
Ka-shing, who will own 1596 of OTB's en- 
larged share capital on completion of a 
major property deal, and is thought to 
want to increase his holding. OTB's share 
and warrant prices moved up sharply after 
Chang's: death, easily EE E the 
Hongkong market. Ada 
_ There is concern, too; about the fate of 
numerous large business deals left hang- 
ing, particularly involving Middle Eastern 
and East Asian partners. The energetic 
OTB B. cbaigman | had been charting an ag- 





gressive expansion course for the bank. 
But, according to sources, Chang's busi- 
ness style was to do much of the negotiat- 
ing himself, relying more on his memory, 
handshakes and personal relationships 


than on reams of documents. "He [Chang]: 
' said one 


has always been a lone ranger,’ 
associate who knew him well. *He was a 
man of charm and vision, but he used to 
keep things to himself. Now that he's 
gone, all of a sudden a lot of loose ends are 
left hanging." 

Chang was found dead on March 27 in 
Room 0832 of the Merlin Hotel in Kuala 
Lumpur. The official cause of death was 
"asphyxia due to aspiration of gastric con- 
tents." Police have ruled out foul play, 
though an inquest will be held on a date to 
be announced. Chang, who was 65, had a 
minor head injury which could have been 
caused by a fall, police said. He was last 
seen at dinner with close friends the previ- 
ous night and had been due to visit the 
Merlin accounts office on the morning of 
March 27. Chang was buried in Penang, 
his birthplace. 

he official story is that the transition at 

OTB and within the ICIL empire has 
been smooth. Chang has been succeeded as 
OTB, chairman by Huang Tiong Chan, a 
veteran banker and formerly OTB's vice- 
chairman and managing director. A high 
school classmate of Chang's in Amoy and 
currently chairman of the Independence 
Bank of Los Angeles, Huang will also 
head OTB's executive committee. Patrick 
Chang Chen Tsang, the late chairman's 
son, has been appointed managing and 


 executive.director. He is in his early 30s, 
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Li Ka-shing: possible interloper. 


E 





an economics graduate from the Univer- 

sity of California in Los Angeles and the 

likely choice to eventually take over OTB © 

and ICIL. His mother, Goh Sean Looi, — "i" 

has been named OTB vice-chairman and | 

his sister Chang Lee Sian, a well-regarded — - 

chartered accountant, was appointed an EF. 1 

OTB director. E 
The choice of Huang as chairman and - 

the addition of Miss Chang to the board - 


appear to be an attempt by the family cd 


consolidate visibly its hold on the bank. 
Huang is seen by some observers as the | 3 
logical choice — and by others as a- 
figurehead — because he is pem 
neutral, has no major shareholding in. 
OTB or ICIL and might be able to hold - 
the other shareholders together. 5 
However, events leading up to Huang 3 
selection were not so straightforward. Dj 
The REVIEW understands that OTB 
deputy chairman Johnny Cheng — a 
Filipino businessman who, with his asso- 
ciates, controls about 24% of ICIL and, - 
indirectly, about 12.5% of OTB — made a 
an unsuccessful bid for the OTB chair- — 
manship. T 
His forces did not have sufficient sup- E 
port. Cheng, who at one time was closely S 
associated with Hongkong’s Hang Lung 
Bank, had quarrelled with Chang in the — 
past about OTB's direction and at one 3 
stage a complicated series of disputes — 
seemed headed for court before a private Bat 
settlement was reached. Recently, there — — 
had been relative calm within the OTB 
and ICIL ranks, but Cheng’s rebuff as — - 
chairman and Patrick Chang's apparent — — 
designation as the heir-apparent could — 
change the picture. 3 
Any prospective raider on OTB would 
have to chart a difficult course through — 
ICIL's tangled shareholding, as the ac- — 
companying REVIEW chart shows. But if — - 


someone like Li already | pad a substantial i 


105 
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— . cels from smaller ICIL shareholders (indi- 
= rectly getting more OTB shares), a shift in 
—. . OTB's power structure is not inconceiva- 
— ble. The current OTB share price of about 
— HK$6 (US$1.04) values the bank at about 
- .. US$1 7 billion, roughly double net tangi- 
— ble assets. ICIL itself, on the other hand, 
— ». would be difficult to wrest from the Chang 
— "family's control since at the moment Pat- 
— rick Chang and his associates beneficially 
if | own about 41%. | 
(While some analysts find it difficult to 
- . see why Li would want to make a run for 
..— OTB, noting that he is already a Hong- 
= kong and Shanghai Bank director and his 
= interests are almost totally property- 
- . oriented, sources say Li may be attracted 
= by the bank's recurrent earnings poten- 
Lx Et tial. Li correctly anticipated Hongkong's 
— current property slump and his Cheung 
bd fo (Holdings) has been relatively inac- 
tive in recent montis Li is known to still 





| Rani sold eee nis 7 fter a string of c 
porate drama V ue Eu | 

For all the colitroversy, however, the 
size and scope of Chang’s empire is impres- 
sive. In addition to OTB and its rapid 
growth and expansion in the 1970s, Chang 
had wide interest in hotels, property, re- 
sources, finance and investment, particu- 
larly in Thailand, and, though to a lesser 
extent after recent sales, in Malaysia. The 


Trolling land "could dank d einer pur- 
_ chases in the market with one or more par- | 









total size of his holdings may have been 
known only to himself, though his chil- 
dremhave acted as his regional proxies for 
some time — Patrick Chang in Hongkong, 
Miss Chang in Malaysia, Singapore and 


Thailand and another son, Eric Chang, in 
Taiwan and Thailand. But the family has 


not always been united. In the early 1970s 
Eric was jailed in Singapore for involve- 


ment in an unsuccessful plot to kill his 
father’s mistress. 


OTB was formed in 1955 to fulfil 
Chang's ambition of creating a Hong- 
kong-based bank that catered to the busi- 


Raper; Dawe: former problems for Chang. 


be bearish on local property and may fee! 
how is the time to use his cash and access 
" es to credit for a move into banking. 
—. .. The ups and downs of Chang's long and 
U pt at times litigious career have made colour- 
3 ful reading for followers of the region's 
Overseas Chinese business community. 
a ; Perhaps his low-key style and disdain for 
|. corporate public relations downplayed his 
= numerous commercial successes and 
exacerbated his troubles, among which 
= were: his stormy relationship with British 
wheeler-dealer Jim Raper and the ill-fated 
= Faber Merlin empire in the 1970s; the sub- 
. sequent wrangling over Faber Merlin 
= Thailand and market-rigging scandals 
= involving Faber Merlin Malaysia and 
= Pahang Consolidated, and banks’ (OTB 
- and United Malayan Banking Corp. 
= [UMBC]) relationship with embattled 
E. financier Amos Dawe, which a Hongkong 
= judge recently criticised severely 
= (REVIEW, Dec. 18, ’81). 
E. Chang's traditional Chinese manage- 
= ment style also did not sit well with 
Canada's Toronto Dominion Bank, which 
at one stage had 4096 of ICIL, but even- 





ness interests of Overseas Chinese in 
Southeast Asia. Chang, who spoke Thai, 


Malay, Hokkien, Mandarin, Cantonese : 


and English, also believed. Hongkong's 
banking system in.the 1950s did not 
adequately serve the interests of the terri- 
tory's non-Cantonese residents and he de- 
signed OTB for this market. 


TB, which went public in 1972, has 
five major groups of Southeast Asian 
shareholders, four of which are grouped 
together under the diversified holding 
company ICIL. ICIL currently owns 
about 52% of OTB. The accompanying 
chart shows a detailed breakdown of 
ICIL's current ownership. Grouped by 
factions, the major shareholders are: 
» The Chang family, 41%, held mainly 
through Standard and Midland Nominees; 
» Indonesian banker-entrepreneur 
George Lee and associates, 14.9%, held 
mainly through Liginoi Co. Lee, OTB's 
vice-chairman, is closely associated with 
Pan Indonesia Bank (Panin), which isrun by 
his brother, Mukmin Ali Gunawan, Panin's 


executive vice-chairman. Lee is,thought to 
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nated Huang as Chang's successor. 
» OTB director Li Loke Tai and hisas- “ 


A 18.6595 ,. held by companies. and 


nominees unknown. in the ICIL owner- 


ship tree. Li is Indonesian and, with . 


his brother, has substantial interests in 
timber and plywood.. Li joined ICIL 
roughly at the same time as Lee and they 
often voted together on issues. < 

» Cheng Filipino group's 23.9%. 

The remaining 1.46% of ICIL is dis- 
persed among smaller groups of non- ` 
aligned shareholders. Through ICIL, the + 
above percentages. effectively give the 
Chang family 21.3% -of OTB,.7.7% to - 
Lee, 9.7% to Li Loke Tai.and,12.4% to 
Cheng. Each ICIL shareholder’s OTB 
stake is slightly increased by the holding 
company's 50% interest in.CKR. (Hong- 
kong), which has about 9.25% ,,of OTB. 
The other 50% of CKR is owned by the 
Ratanaraks family of Thailand, owners of 
Bank of Ayudhya, one of the country’s 
largest banks. CKR was believed to be 
one of Chang’s major investment vehicles 
into Thailand. 


Of the other non-ICIL sharbholders- in . 


OTB, the United Overseas Bank (UOB) . 
of Singapore has 5-10%, the Chau family 
of Hongkong still possibly, holds a sizable 
stake arising from OTB's purchase by a 
share issue of some of the Chau’s stake in 
Hongkong Chinese Bank (HCB), and the 
rest are held by the public. OTB’s 282 mil- 
lion shares in issue will be increased by 
about 50 million shares on completion of a 
major property deal between OTB and Li 
Ka-shing for a prime office building in 
Hongkong’s Central business district. The 
complicated deal is, expected to go 
through no later than June 1984. Mean- 
while, Li's OTB shares, effectively under- 
written by Chang’s backers at HK$6. 56a 
share compared to the recent price of 
HK$6, are being held in escrow. 

OTB's growth has accelerated since 
1980 with the flotation of subsidiary Hong- 
kong Industrial and Commercial Bank 
(HICB), raising HK$46.73 million, the ac- 
quisition of privately owned HCB from Sir 
SUED Chau and [ER the "cani of 


oDd Arere" 


overseas 


San. Francisco, . geal Sri piney and 


soon to open in Toronto, Seoul and even- © 
tually Los Angeles). In Hongkong, OTB 
and its two subsidiaries run a coordinated 
network of 62 offices. Huang, told the 
REVIEW that another five OTB branches 
will be opened in Hongkong in 1982. 

As OTB’s advances, loans and assets 
continued to grow, however, the bank’s 
capital-to-assets ratio strayed below the 
industry-accepted . 1:12 level. Con- 
sequently, O OTB j in mid-1981 announced a 
one-for-two. rights. issue to raise about 
HK$360 million.and bring the two figures 
more into line, The rights’ proceeds. will 
also beef up the base for expansion. ) 

OTB’s assets now total HK$8.5 billion, 
third largest of Hongkong public | banks, 
after the Hongkong and Shanghai. Bank- — 
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| tic bid pel ‘American Express atena 
tional Bank, a division of American Ex- 
press ( Amex) with 78 branches in 34 coun- 








m as ye tries. Amex bank only operates interna- 
ficials be tionally. It cannot operate in the US be- 
small cause the Amex group owns a large insur- 





ance company, Firemans Fund, which | 


produces most ofits profits. Whether 
| Chang wanted to continue to keep Amex 
Herts bank international or move into the 


rs 4 









; s Overseas. The idea was not to 
move ‘mto 





ner Chang | 
sin gly looking for oppor- 


conventional banking centres 


domestic US market is not known. Sale 
| of majority control of the Amex bank- 
| ing business would enable the bank to 
| Amex boss 
. Richard Bliss began looking for buyers for 
the bank last year, apparently on the 
understanding that the board was dissatis- - 
fied with the bank’ s contribution to pro- 


move onshore. Former 


and try to compete head-on with the | | |È 


major international banks, but rather to | | Ig 







identif 


e ituations in newly developing 
‘countr 


ICIL and 














could help them" establish a financial 
foothold in Asia anda group of them had 
been negotiating to b 











go through and, because of Chang's 
. death, the future relationship between 



















| established banks. OTB lost out in a bid 
, last year for Long Island Trust Banking 
D. (198 ts i 'S$f Sitio] last year 











| with future potential. One such - 
commitment was in Sri Lanka where, in ` 
addition to à banking presence, Chang, 

B launched a huge projectto . 

Build a massive comimerciat and Totiden: a 






| “includes auc hil of HR 9 milion 


Dran aid Bahrain. Wealthy Aob | 
‘businessmen saw in Chang the man who - 


5% of Express | 
. Finance. The deal now lóoks unlikely to - 


no ‘Arab interests and the OTB- ICIL 


j the deal eve | 
cash was appar tly converted into OTB 
in 


| shares g E s Current 5- 10% OTB | 





= *Current, deposit and other accounts 





fits, which sould 4 bé s difficult to improve 
without a domestic Base. 
Bliss is known to have put forward sev- 


E eral proposals for the sale of the bank. But n 
the board and Bliss could not agree and | 


eatlier this year Bliss, together with sev- 
eral senior personnel, resigned. Although 
Bliss' departure and the death of Chang 
appeared to kill the OTB deal, there are 
strong indications that Amex even now is 
continuing to talk to possible foreign 
banking partners, © perhaps including 
OTB. 


X | powibility à ind fond: a uA to make 
| Was! hot averse to o making a run for 


a bid, believed to be worth about US$250 
million. 

Most of the proceeds from Chang's sale 
of UMBC shares was believed to be ear- 
marked for the Amex bid. Another to ap- 
parently stump up cash was UOB. (When 
lly fell through, UOB's 
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| Malaysia and Pahang Conso 
Chang’s tight-hand man in Mala 
Kang, Was removed from the positio 
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| Tz second dilution i of jf Chang’ $ UM > 
stake was also not without contro 

The current Shareholding structure 
veloped from a November 1980 ag € 
ment: “between Multi-Purpose Holding 
ss arm of the Neun 

4D to sell 50. 












rchase was s approved by the re- : 
ut orities, but was only disclosed |. 
7 Tm pie ier thes year to dune 230. 981). 
-Chang owned 5. Th. 
“then paid-up capital of M$87.7 million. In 


e press | in February 1981. In March, 


‘Malays National Organisation ] 


:ader Datuk Suhaimi Kamaruddin 


ised the deal because it kept control _ 
bank with a non-bumiputra ; 
| three rights issue. Property acquisitions 
-during the year took it to M$131.8 million - 

! so ucl S share | was thought to be 5. 1%. | 
of understanding between Multi- | 
se, Pernas, Goodrich and Domin- - 


Ider (Pernas retained only 30%). 
Negara subsequently devised a 
rmula, agreed to in an October 30 


as agreed to enlarge UMBC's cap- 


m M$45 million to M$60 million | 
.a rights issue to existing. Share- - 
but that Goodrich and Dominion 

ld renounce some of their rights in. 
-of Pernas. It was further agreed | 


final structure of UMBC would be 


each for Pernas and Multi-Pur- 


d that neither Pernas nor Multi- 
' would ever own more than the 


: That, left Chang personally with | 
of UMBC and a lot of money from. | 
The other major shareholder was | P 

T las Toronto Dominion. Bank with | 


áreholdings today are slightly dif- | 


Pernas and Multi-Purpose each 


ve ust over 41%, Toronto Dominion - i 


and Chang about 10%, mainly held 


th holding/nominee companies and _ 
ly through corporations. Chang a 
à debe board: member at the. 


important operation or 


ang in Malaysia was Faber Merlin, the | 
otel and property concern which re-- 

rted group net profit of M$3.45 million |- 

1981 on turnover of pud 5 million and 


August 1981, the paid-up capital was 
raised to MS$116. 9 million by a one-for- 


nother Chang divestment in Malaysia 

last year was Intercontinental Housing: | * 
Development (IHD), a Chang company . 
‘in Hongkong which sold out to Bandar |- 
- Raya Developments, now a 41.6%-owned 
associate e ios S L 


P 24. 1. million Phares at ^ M54. 60 each to 


Goodyear. Investments for 74.1: million 


shares in IHD at M$1.20 each, represent- 


ing 57.7% of IHD's capital. Goodyear 
then. sold t 


Chang’ s business à interests 
rated in property: and fi- 


: conservatively estimated at | 
(L 1983035 million). 


The estimate was: made 
Panyarachun, long-time p 
and business associate of C 


by. Chak 
ersonal friend 
ang and chair- 


founded ITF in 1972 and was the largest 


single shareholder with about 55% before 


his death. Apart from ITF, Siam City Ce- 
ment and Bank of Ayudhya, which are 


other companies in which Chang has hold- 


of Faber Merlin's | t Uni 


he 24. 7 million shares to Multi- : 


 mismanagement in 
(Review, Feb, 27, 76) but it eventual 
© ed. Ch parently ou 


ge 
ngs and Apex Holdings 
; fice iint Chat 


panies; 


> "Queensfield Corp., which owns. s d 


| 369-room Merlin Pattaya; | 
5 > Siam Land. Development, 


ing projec 


> Bangkok - Apartment r 
Bangkok, with more than 100 unit 
» The Kong Nguan Biscui Co., pata t 


the biscuit chain of the 
“Southeast Asia. ~ 


Teaming up with-anot ; 
friend and business colleague, | 
Ratanaraks, Chang also had solid stake 
in two other property development co 
panies — Siam Realty and Unico Estat 


| — which are both Ti big d m | 


| in n Bank of A yv rome 


His once dominant stake i in Faber Mer- | 
lin Thailand. was sold several years ago. | 


man of the executivé board of Interna- - Faber Merlin T 


tional Trust and Finance (ITF). Chang co- - 


ruptcy and ‘enveloped by allegations f 
4 the — mid-1970s 


listed on the Thai stock exchange, most- -entrep : 


ings are not. publicly quoted. Chang. was | thoi 


executive director of PE The ome i 
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past cul. years, pers adjusted in 
four broad areas to reduce dependence o 
oil while maintaining high growth. Th 
gama ye: WV 


















arta: Because of the dramatic deterio- 
1 in Indonesia’s financial position, 
forld-Bank’s annual study of its econ- 
was eagerly awaited — probably | 
o than in normal years — by all con- 
. The crucial question was whether . 
vernment, faced with a worsened 
e of payments-and shortfalls in- 
revenue, should. slow down 
nomic development. Another ques- 
concerned the wisdom of government 
asures to boost non-oil exports. | 
he bank's answers, which carry consi- 
able weight, tally with those of the key 
onesian technocrats, The government 
uld keep public expenditure high to 
intain developmental . momentum, it- 
and on the whole the export promo- 
measures are sound and point to- 







that. current t diffi iculties; resulting. most im- | 
-mediately from world recession and the oil 
glut, may provide an unexpected opportu- 
: nity to carry through some of the more | 
.painful adjustments such as improving tax 
collection and removing subsidies. There 
i$ some concern that both the World Bank 
and the technocrats:may be too optimistic 
in their projections and that the bank's as- 
sertion that "the risks associated with cut- 
ting back development programmes . ...- 
are greater than the risks associated with 
maintaining a rapidly expanding. [one]" 
needs a little more substantiation. 

The latest study is: the most comprehen- 
sive the bank has made on Indonesia. 
Whatever its shortcomings, it clearly anti-- 
cipates Indonesia's fourth five-year plan | 
which will begin in 1984 and on which pre- 
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"he bank's: analysis starts 

that Indonesia's current-a 
plus of US$2.5 billion in 1980-81 turne 
into a deficit of US$2.5 billion in 1981 -82. 
Against such an adverse background, the 
economy performed remarkably well in 
the last fiscal year ending March 1982, - 
with à real gross domestic product (GDP) 
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s a change in the country’s trade re- | paration begins shortly. | growth: cof 7.6% and an-inflation rate of ^ z 
which had been recommended li - “The strength of Indonesia's current ex- | only 7.3%. The report calls Indonesia — 
bank. .. | ternal reserve position, its international | "one. f the few or! i veloping es 





hat the bank's economists. ‘and the | borrowing- capacity; the © underlying | 

crats should agree was not surpris- strength of medium-term prospects for 

that the two groups have worked | non-oil exports, and the room for addi- | the 

y and agree, basically, that certain | tional domestic resource mobilisation, are | thr 
mental adjustments are. needed tò | such as to justify for the time: being the 


ain high growth in the longer term. | continuation of the large public invest- 
| two groups seem to share the view | ment programme and a high growth stra- 


point where : 
nmediately — 






The difficulties whi ch Indonesia: 1 faces 5 
are serious, however. The fepar e calcu- d 

















: rt indohesis' s s econótle siannine: Widjojo throws 
h on 'how decisions are made and what ites behind them 


some monn ago there was some mention |: 
of this in the press, I made it very clear I |. 
don't consider myself. suitable for that re- 
Dri And I mean it.’ | 
Self-effacing and extremely amiable, a 
Widjojo is nevertheless a .man whose. 
strength of purpose matches his firm in- | 
d Wie grasp of Indonesia's eco- | ral 
“nomic problems. He is determined to turn | 
the current economic adversity, aris- |. 
ing largely from the world oil glut, into an 
opportunity to reshape Indonesia's econ- | t 
“omy. He conceded that the levelling off or. | 
reduction of oil revenues would affect In- 
donesia’s balance of payments and it 
budget, but stressed that this was. taking. 
place after the "two sudden increases in 
available resources" which occurred. in 
|. |. 1974 and 1979 with the sharp oil price rises. 
| | — rises which were basically irreversible 
| in his il The minister implied that the. 
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CL PR calcio i Moe 
| lates ti lat over the five yea om ; 
the current account will be US$27 billion 
. worse off than was projected a year ago. 
. But of this substantial deterioration, 
roughly three-quarters can be accommo- 
dated through:lower reserve levels and the 
remaining quartér by increased public 
borrowing, it is claimed. | 
In another set of figures, the report says 
that Indonesia's total foreign-exchange 
requirements, to be financed through offi- 
cial grants, ‘private: direct investment, 
medium-.and long-term loans and other 
capital, are projected at US$23 billion 
during the period from. 1982-86. Loans 
will account for a large chunk (US$19 bil- 
lion) of this amount and more than half of 


the loans will have to come from commer- 


cial sources (suppliers' and buyers' credit, 
syndications and bond issues), the bank 
predicts. Private direct investment inflows 
have stagnated and are projected to con- 
tribute only US$1.6 billion during the next 
four years. Concessional and non-conces- 
sional official funds will continue to be im- 
portant. The bank notes that concessional 
funds, channelled through the Inter- 
governmental Group. on Indonesia 
. (IGGI), are increasingly difficult to come 
_ by given the adverse economic conditions 
in donor countries and the pressing needs 
of the. poorest developing countries. 
Perhaps unfortunately, Indonesia joined 
the ranks of medium-income countries in 
.1981, according to the World Bank's clas- 
sification. But the bank stresses that IGGI 
must continue to support Indonesia and 
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five years from 1981-86, | 
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This compat es vith the nore than US$1 
billion committed in 1981. (IGGI met 
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on June 7-8 to decide.on ODA and other 
capital commitments for; 1982.) 

The bank feelsithat these reforms to en- 
courage non-oil exports are likely to have 
a substantial influence- ón trade. patterns 
and industrial investment in the long term. 
At the same time, the report continues to 
stress the need for more effort: improve- 
ment of ports and shipping services, ex- 


port marketing and quality control and in- 
centives for all stages of production of ex- 


port goods. 


On the whole the bank seems to see the- 


export promotion measures as conform- 
ing to adjustments which are necessary to 
attain the “high case" scenario. As else- 
where in the world, the bank, in making 
projections for Indonesia, envisages the 


high case and the low case, the former ob- 


taining if Indonesia makes the recom- 
mended adjustments in the economic sys- 
tem. 


Tu year's bank report puts special em- 
phasis on mobilising domestic resources 


to boost production. To maintain a GDP 


growth rate of about 7.5% while continu- 
ing the rapid expansion of social program- 
mes, public investment would have to 
grow by about 16% per year in the 1982-86 
period, while private investment would 
have to increase at about 9% a year in real 
terms, the report calculates. The needed 
investment cannot be financed unless 
greater efforts are made to mobilise 
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cated. This would: help ‘the budget Pe 
and through it public investment. | A 
Opportunities for financing public-en- 


terprise investments outside, the budget. a 
are also outlined at some length. It is ——— 
suggested that more efficient pricing 
would increase the scope forself-financing — - 


by public enterprises. Borrowing from  . 
domestic financial markets, particularly — 
from the yet-to-be-established bond mar- — - 
ket, is advocated as well as private equity — 
participation in enterprises which are ex- — - 


pected tó be the engines of growth. 


While conceding that the bank study is : 


n 


comprehensive and tightly structured, — - 


some experts inside and outside the gov- 
ernment regard it as too optimistic. For 


Bir. 
» 
~ Ja 


d | 
Aon, - 


example, its projections of non-oil ex- — | 


ports, expecting a strong recovery and Ž 
growth into the 1990s, imply that Organi- b 
sation for Economic Cooperation and 
up 


Development economies will pick 


Y 
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- B 


sharply and that this will directly benefit 


Indonesian exports, sources say, adding 


that neither assumption is probable. 


Some also feel that the report is too bul- | 


IN 
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lish about oil prospects, both in terms of 


output and price. The critics say the policy — — 
. of pushing economic growth now would EM. 
bé fine if Indonesia could be reasonably — — 


’ 


certain that current difficulties will be — 
short-lived. If the difficulties drag on, the D. 
crunch will come and the government will — E. 
have to resort to such painful measuresas — 
import controls, a budget and credit — 
squeeze, devaluation and increased bor- — 


rowing. It may be prudent for the govern- - 


> 


banks and enterprises have specialists in. 
this matter: what they call counter-trade — - 
specialists. So it seems that.the foreign 
companies are really not that surprised — - 
but of course they have to make lots of ,. 
noise. - . | id 
"Obviously a company specialising in — 
selling locomotives cannot be expected to - Er 
buy coffee, but they can use third parties. — 
It is interesting that people from quitea — xi 
number of countries were in the end pre- — - 
paredtoagreetothecounter-purchasere- — — 
quirement.” ^ni 
As far as is known, only one small | 
counter-purchase agreement is about to — 
be finalised since the policy came into ef- — 
fect in January. This involves a small por- — 
tion of a major Indonesian Government — 
deal to buy fertiliser. Critics have charged — 
that counter-purchase could lead to seri- — — 
ous distortions in the government'schoice — — 
of business partners, | | D 
Widjojo showed reluctance to discuss — 
the slight but steady devaluation of the — 
rupiah against the US dollar which has — | 
been going on since early December last — 
year. He made his standard comment that ——— 
in late 1978, Indonesia devalued the 
rupiah from Rps 425 to Rps625totheUS — 
dollar and at the same time adopted a. 
managed float. Asked whether the on- 
going devaluation was part of the overall 
non-oil export drive, he said that the drive 


make Indonesia's shipping sector more ef- 

ficient. Although many foreign shipping 
interests see some of the recent govern- 
ment measures in shipping as being pro- 
tectionist and: discriminatory. (REVIEW, 
May 28), Widjojo said that high transport 
costs, particularly inter-island, have been 
a major problem for Indonesia. The gov- 
ernment wants to rectify this in order to 
maintain the international competitive- 
ness of local products. 


Y 


' = . * * . RU 
calculates that, the country will need | domestic resources, it concludes. Increas- ment to slow down slightly in order to 
US$1.85 billion in new official develop- | ingthe collection of non-oil taxes (particu- | make sure that the crunch, if it must come, 
ment. assistance: (ODA) commitments. | larly indirect corporate income taxes) is | would be manageable, critics say. mL 


idjojo also commented on the In- 
donesian Government's so-called - 
counter-purchase policy (counter-pur- 
chase means requiring foreign parties win- 
ning building or procurement contracts 
from the Indonesian Government to im- 
port an equal value of Indonesian pro- 
ducts). "There has been so much attention 
on this policy that the bigger thrust of the 
non-oil export drive has been put in the 
background. Counter-purchase is only a 
small part of the total export drive pack- 
age. It only'applies to government con- 
tracts and not to all contracts in the econ- 
omy. Also contracts for most of our giant 
projects have already been signed. 
"Questions have been asked as to how 
the foreign suppliers of equipment or pro- 
ducts would respond to the policy. It 
seems to me that in actual fact quite a 
number of them have experience in this 





| Widjojo: selective approach. > " (^ 





to learn from other countries, according to 
Widjojo.: Specifically, the policy of pro- 
viding concessional finance not just to ex- 
porters but also crucially to suppliers to 
exporters was adopted from a similar and 
successful scheme in South Korea. The 
government has also instituted systems of 
export credit guarantees and of export in- 
surance: In these Indonesia learned from 


Malaysia and Singapore." .- E 





Widjojo also touched on the effort to | practice and that quite a number of big | has become a national movement not just 
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3 panies 
ie marketing policies. 
he budget proposal for fiscal year 


3 which began in April, the gov- - 
int had counted on oil produc: | 
f 1.64 million barrels per day (b/d) 
| is how Widjojo and his associate, Finance 
Minister Ali Wardhana, look at it. "We 


modest oil price increase during the 


ial year. Now that Indonesia has. 
ited itself to cutting production to. 
n b/d and effective oil prices. 


n decrease substantially, a large 


| in budget revenues is inevitable. 
h decreasing in proportion, oil re- - 
nues still account for almost 


of the total government revenue. 
e government's policy of balanc- 

€ budget — rejecting deficit financ- 
nciple — there is concern that In- 


may have to curtail development | 


iditure and lose its growth momen- 
'In our budget, in fact, not all re- 


s are spent in the same year: there is 
a carry-over,” Widjojo said, with- 


mentioning specific figures. "This situ- 
n makes us more aware of the impor- 


e of streamlining expenditures - 
ly to make sure that expenditures are 
ing made efficiently, according to. well- : 


ed priorities.” 
part from. budgetary carry-overs, offi: 
foreign-exchange reserves which have 
cournulating for some years (about 
i excitidinig gold, as at Feb- 
ft di n speeds witht the re- 


Wd reviewing, com- | 
were obtai 


ed. : at favourable | interest 
rates.) 
The revenue shortfall can also be seen 


‘as an opportunity to carry out a much- 


needed revamp. of the tax system and that 


will definitely try to improve our collec- 


tion of corporate and individual taxes, im- | 
port duties as well as the excises, because 


there is still room," Widjojo said, refer- 
ting to the relatively low tax effort in In- 


„donesia. "So in the balance of payments 
area, it is a matter of non-oil exports and 
un the revenue area, it is the non-oil re- 


venues which are very crucial. ig 


| W idjojo is often viewed as the Sou 


ator of a grand scheme to gain indepen- 
dence from oil. His comment was: “There 
is no real need to say that. In this wholeef- 
fort we sit down together and work out 
things together. - /e try to get as many 
agencies actively involved as possible be- 


cause it is important for them to be part of 


the preparatory work and not just receive 
something which was decided for them." 
In orchestrating the non-oil export 
drive, is not Widjojo deviating from his 
basic principle of letting. market forces 
prevail and taking an interventionist ap- 
proach? “One has to be selective. In cer- 


. tain things we feel that [the 
j has to pya a He ami in oth 


| ding to a foreign criticism, the Finance Ministry 
urbs on lon loans to foreigners 


i Kems | 
Foreign borrowers håve had 
er nominal access to thè Japanese 


market since the Finance Ministry 
d new rulings on May 15. The govern- 


“had been criticised for restricting 
hore loans primarily to export: Or gov- 
nment policy-related 
g run the restrictions were also an 


e to the yen becoming an interna: | 


on | currency. 


. Fumio Iwasaki, a director of the inter- 


" nistry, said: “The Window has- been 
SR ed s but that he doe y “not ‘expect 2 a 


projects. In the 


| or to aid international agencies such as the 
World Bank in which Japan had capital | 
contributions. In 1980, responding to out- | 


side pressure, the government expanded 
the categories to include the export credit 
agencies of foreign governments. But this 
was still seen as limiting. 
The new rulings abolish the eener 
and allow Japanese banks to lend yen long 


. domestic oil just before- : 
| understood Widjojo wz 


djo ai 
volvement i ino | 
market't thus: “My 
owned. 


the capital r “nal ket gionem 1. | we left. 
ah is CEA ro Har. 


"t is stil i a iea as to ahs initiates an E 
economy policy proposal, how. it is dis- . 
cussed and how it is finally adopt tedorres ~ 
jected. How was it, for instanc thatthe^ . 
government decided to slash subsidies on` 
ön? Itis . 


sidies. He said: “There 


tant point. These m 


presidential decisions bee s 

all the one who is responsible He, 

elected and the rest are BER ae So. 
; 3 i piy . 


attention of ‘the eink i por nme oe 
sA the N of donesia’ sban - 


months, excep 


age increase "Two ap ése bank rssay 


term to borrowers of their choice. They € 


also relax guidelines on the timing of yen- : 


denominated bond issues by foreigners. 


There had been considerable delays i inthe | 


processing of applications for yen-bond is- 
sues, and the ministry had restricted the 


humber of floats to a maximum of two per 


month. 


Demand for yen loans had intensified as 


Japanese interest rates stayed well below | lc j 


levels in much of the rest of the world. 


fit | Japan's standard prime rate for long-term 


ories | loans is now 8.4% with a usual spread of 
alt | no: more an a few p yin 


nts, compared. to | t 
te. A 
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Oil-rich Kuwait exports round the world- imports 80% of gross domestic product. 


At home, we have a network 
of 40 branches offering services 


ranging from trade 
finance to debt 
management. 
We dominate the letters of credit and 
i field. And, this year, we 
have arranged syndicated loans and 


guarantee facilities worth USS900 
million to domestic customers and 





ENTERP RISING multinational corporations doing business 


BANK 


After thirty centuries’ experience, 
trade is first nature to the Kuwaitis. 

Rich in oil as it is, Kuwait nonetheless 
imports 80% of its gross domestic product. 
Trade on a large scale is, indeed, vital to 
the nation. 

And at the heart of this activity is The 
National Bank of Kuwait. 

Since 1952, the Bank has been closely 
associated with the country’s develop- 
ment. Today, with total assets of USS9-111 
billion (KD 2-564 billion), it is Kuwait’s 
oldest and largest commercial bank: its 
expertise in the financial aspects of inter- 
national trade is second to none. 





in Kuwait’s major construction and 
development programmes. 

On the world scene, NBK serves its 
clients through more than 700 correspond- 
ent banks in over 100 countries, as well as 
through representative offices in London 
and Singapore. We are wherever you 
need us. 

We are also a growing force in inter- 
national syndicated lending. During the 
last year, NBK has acted as a lead manager, 
manager, or co-manager in loans exceeding 
USS 2 billion. 

If trade is the country's life-blood, The 
National Bank of Kuwait is its financial 
heart. If you are interested in Gulf trade. 
talk to us first at: 





The National Bank of Kuwait S.A.K. 
Head Office: Abdullah Al Salem Street, 
PO Box 95, Safat, Kuwait. 

Telephone: 422011 (20 lines) 

Telex: NATCRED 22451 KT 
NATBANK 23623 KT 

Credit Division - Multinational. 
Telephone: 431088/440731/438340-50 
Telex: NBKMULT44836 KT 
Investment & Merchant Banking Division 
Telephone: 463753/438340-50 

Telex: NATBANK44653 KT 

NBK Representative Office 

for the United Kingdom and Europe, 
NBK Overseas (London) Limited, 

l St. Michael's Alley, Cornhill, 
London EC3V 9EX, England. 
Telephone: 01-623 1881 

Telex: 892348 NBKLDN G 

The National Bank of Kuwait S. A.K. 
Representative Office for Singapore, 
South-East Asia and Australasia, 
11-01 The Octagon, Cecil Street, 
Singapore 0106. 

Telephone: 2225348/2225349 

Telex: KUBANK RS20538 


The National Bank of 
Kuwait S.A.K. 





KUWAIT’S PREMIER BANK. WORLDY WORLDWIDE 





We can do anything with hardboard. Post-form, cut, shape it. 
Drill, slot, punch it. Bend, rout, laminate it. Print it. Paint it. 

And do it fast - to finer tolerances than anyone else. We have 
hardboard mills and processing factories all over Australia. 

We have the experts to work out solutions and the equipment 
to produce them. | 

Why not talk to us first? We could save you time and money. 
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DIVISION OF 


HARDBOARDS 
AUSTRALIA LIMITED 
AUSTRALIAN HARDBOARD EXPORT COMPANY 
118 Alfred Street, Milsons Point, New South Wales 2061, Australia. 
Box 161 PO. Milsons Point, New South Wales 2061, Australia. Phone: (02) 929 4244, Telex AA24332 “Boards”. ISD: 612 929 4244. 
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What do you demand of an executive performance car? Be sure the Saab 900 
Turbo Sedan has it. 

Classic lines to set the right tone. 

A turbo-powered engine to thrust you effortlessly ahead when it’s time 
to pass. 

Ergonomically-designed, heated front seats. 

And rear seats from leading furniture manufacturer Dux of Sweden. 

Filtered fresh air intake and sound insulated interior to take the stress out 
of driving. 

Front wheel drive, rack-and-pinion steering and optimum weight distribu- 
tion to put the joy back into driving. 

Crush zones front and rear, and a dozen other important safety features 
built into the basic design. 

Perhaps the most incredible feature of the Saab 900 Turbo Sedan is the 
fuel economy 10 litres/100 kilometres. This is made possible by the turbo engine. 

The Saab 900 Turbo Sedan combines economy with pleasure. 

In fact we could fill this page with advantages like this. But it is only when 
you Seat yourself behind the wheel of a Saab 900 Turbo Sedan that you begin to 
appreciate just how much thought has gone into its design. And if you notice that 
its clean, elegant lines attract the admiration of passers by, so much the better. 





A product from Saab-Scania, Saab Car Division, Nykóping, Sweden. 
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Swedish Motors Ltd. Seibu Motor Sales Co. Ltd. Aspatra Motors SDN BHD. Aspatra Guan Hoe PTE Ltd. Scandinavia - Asia Corporation. 
Sunning Plaza 3-1-1, HigashiHlkebukuro, — 366-368, Jalan Ipoh, 14 Hill Street, 510, Chung Hsiao E. Rd., Sec 4, 
10-12, Hoi Ping Road, Toshima-ku, Kuala Lumpur. Singapore (0617). Taipel. 

Causeway Bay. Sunshine 60, 32 Floor. 
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At the President we think of the little things. Ways of making you 
feel relaxed that go well beyond our luxurious suites, super 
comfortable rooms, choice of bars and restaurants. There's our 
Executive Express Service for interpreters, transportation and 
airline reservations plus an executive check-in desk that gets you 
to your room in no time at all. We have services and ways of 
organising your business stay that few other hotels can match. 
Meet the President. 
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Country | Smonthe [@monthe | year 
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China US$49.00 
India US$49.00 
Indonesia US$49.00 
Jaen 9500.0 
Malaysia — |M$28.50 |M$5250  |M$95.00 

Nepal US$49.00 
Pakistan US$49.00 
Philippines US$40.00 
Singapore | S$28.50 | S$52.50 S$95.00 

Thailand US$40.00 
Rest of Asia US$49.00 
North America USS66.00 


A$16.50/ | A$30.50/ | A$55.00/ 
Australasia NZ$17.50 NZ$57.50 


Europe, Africa 
& Middle East £10.00 £18.50 £34.00 
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Hongkong HK$190.00 

















HK$70.00 HK$129.00 HK$235.00 
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g £6.50 £11.50 £21.00 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$13.95 or HK$79.50 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 


A$20.50 A$37.00 





coupon. 
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Eu * i Tm A> | Please enter my subscription for 
. 3 months 
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Please include the Yearbook at extra 
US$13.95/HK$79.50. For airmail delivery, 
please add: HK$35/US$6 
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The international 
banking services 


you expect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world’s 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

When you need domestic banking 
overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 
If you are promoting a major capital 








Losda Bank 
Derant nai 









froma single 
integrated source 


-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work together ona financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure 
the fast and sure response that 
gives you the edge. 
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acility of up to US$20¢ 


monthly floating-rate notes. 
"There seems little doubt that. 





v. 











v of the decáde. Cheung Kong's annual re- 
‘port noted the difficulty of maintaini 
1982 profit at the same level a 





extraordinary items) despite the 
hat large holdings of properties 








Fo at well below current price levels. Such 
| earlier land acquisitions should ensure 
|. continuing profits even if prices ‘of de- 


[ veloped property fall further — though. 


T such à fall could strain the finances of | the sales Comision. that the participat- |- i ab le 


[| some of Cheung Kong's development 
[| partners and thus its own cash flow. 

| However, what suggests that Li has 
: -dog bts abouťthe longer-term profitabil- 














“ity of pi 
-cation that he 
from completions to build up holdings of 


an arrangement to’ issue thrée- to six- 


la Cheung Kong does make a major move | 
4s most "his to d i Pind diréction of l 


: made im Hongkong’ s tycoon oir Herd 


that there is little indi- 
as been using cash flow - 


ever, with investments in associates E. 1 


Kong's ‘room for manoeuvre is very | 
much small 
th the announcement ees Cheung. rati 
ng was acquiring a five-year loan | thoug 

nilli ||. on loans of associates are only. HK$8T 
| million, there is no indication in its ac- 
| counts of the group’ s share of commit- 
z ments of associates. 


_ than the Bank of Tokyo pays on its float- 
W | ing-rate certificates of deposit. But do 
ünder develöpment had been acq red. 


| ured notes are suddenly as much in de- 


“stigious: bank. . The trick for Citibank and . 


"bank public, or a thriving secondary 
| market established. But one can be sure 


investment property or to strengthen the | 


recurrent earnings base. Perhaps Li feels 






pF bear little relationship to capital v values. 


E | make up for the narrow loan spread. 
| that returns on Hongkong property still | : 


*. Or maybe Cheung Kong is not as cash | 


|. rich as the market has tended to assume, 
| so is liquidating whenever possible 
| rather than increasing its own portfolio. 
d Whichever way e looks at it, A s ap- 







T Cheung ‘Kong a E gt é ctw Gptres su ena 
^ Although turhóver ‘rose 143% to 





| ^ HK$3. 6 billion and profi t after tax and | 











minorities by 97% to HK$1.38 billion, 
funds: generated By operations actually 
fell to HK$866 milion from HK$1.45 





| HK$582 million’ ifi extraordinaries, and 
because. . , HK$456 million — against 
: 8 mi Was retained in asso- 










| billion. This was beeause of a decline of 


| ther a bank should gamble making un- | 
for the sake of boosting fee and commis- | 
| sion. income is another matter. 

@ HONGKONG Land has kindly pro- 


| involved in determining its own and Jar- 
' dine Matheson's profits. 


mula is: given each company's own pro- 


where Land owns 40.2% of Jardine and 


-fit excliding its share of its partner was 


| HK$1.4 billion, including a HK$344 mil- 
lion loan from Li himself. 


property there is not much doubt; how- 
| ever, that people — especially banks — | 


.US$200 million note issue is a case in 
point. The coupon on the notes, which 
-are unsecured, is a mere 0.25 percentage 


; | points over the three- or six-month Sin- 
1.38 billion [US$237. million] be! i 


for Land's oe profi. 






Using the fórniuli 
profit comes out à 
and Jardine's atH 
An this: i vel 


items of 






After adding deferred 


'HK$192 million; Cheung Kong’ s gearing | 
to shareholders funds of | p 
HK$4.4 billion is still quite low, How- 









resenting HK$5.1 billion out of HK$6.5 
billion total assets, it is clear that Cheüng 






f than the apparent gearing | 
ofits suggest. Furthermore, 
g Kong's guarantees given 




















Despite the outlook for Hongkong 








are as keen as ever for Li's business. The i 
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not imagine that Cheung Kong’s unsec- 






mand as the paper of Japan’s most pre- 








others beh "Cheüng Kong i issue is T fe 










ing institutions receive each time they 
sell the notes, which mature every three- 
or six months, if only to their own books. 

It would be optimistic to imagine 
many will actually be sold to the non- 





group as a whole: 1 that ba 
“were HK$1,367. million {K$ 
lion plus HK$229 milli ( 











| profits of the two comp ni i 
an assessment is of only partia a 
ance because of the gearing factors är 
ing from the cross-holdings. Thus . 

dine’s profit excluding both 
Meanwhi e, Cheung Kong can boast a | come and : the Ves d 
top-notch: rating, and have thé advan- | $ 
tage of a flexible borrowing facility. Whe- 














that the sales commission will more than. 
















secured loans to a property developer 










does. not ‘share " Hongkoligs 
equity accounting. He remem 
mark by a British financier. who "wen 
bust in 1975 still. boasting | equity-ac- 
counted profits but with no way of turn- 
ing them into cash. “Equity accounting is : 
for the birds!" he said. o 
His difficulty was of course very diffe (C 
ent to the Land-Jardine situation where. 
cash is no great problem. But the crea- 
tion of illusory cash is not the only - 
danger in equity accou ing. Cross-hold-:. 
ings in Hongkong generally are so exten- 
sive that equity account A me 
| double counting. L 





vided yet further details of the algebra 









The object of the so-called Bogie for- 







fit, excluding its share of the other's, 
what should be the published profit 




















Jardine 34.6% of Land? Land’s own pro- 


HK$1,138 million, and Jardine’s 
HK$229 million. Thus, pm Y 













Ma : ysian authorities and Harbors and .rosfielc 
i ally agree ona restructuring deal after s six yea 


Jeffrey Segal 
la Lumpur: Compared with the three 


ours it took for national equity corpora- | : 
ion Permodalan Nasional Bhd (PNB) to - 


> control of Guthrie Corp. in a dawn 
ai last September, the six weeks of talks 
ed before PNB reached agreement 
th. British-based Harrisons and Cros- 
ld (H and C) on the takeover of its main 
plantation holdings in Malaysia — held 
through Harrisons Malaysian Estates 
HME) — seems pretty slow going. Yet 
iewed against a background of six years 
of fruitless discussions between H and C 
and the authorities, the pace of this final 
ound of negotiations looks. quite giddy. 
NB only entered the ring in mid-April 
around the time of the national elections) 
nd.by June 1 the long-awaited restructur- 
ng scheme was already made public. 
he six-year hold-up | seems. to have 
n caused by two main factors. One was 
and C's obvious preoccupation with 


ing off bids from other quarters for 


jl of four separate subsidiaries: Lon- 
.Sumatra Plantations,. 


. Malayalam 


original @ "bite s Pg i 


d Tunka 1 Mansut Ya- 
| Fand c Meg ibi | 


p buie 


ue H amd C 


! form HME. : All d 


REVIEW, "have been: very tricky and diffi- 


- 167,000 yr acres male it ihe third | « 
largest estates grouping in Malaysia after | econo 
Guthrie and Sime Darby. "The politics of | dawn 
the deal," à merchant banker closely con- . 
nected with the restructuring told the | 


cult simply because it is so big." While H I PRA 
and c restricted its contact NH ne autho- : 


| funcion. Continittee, a quasi-statutory | Mansur, 
body charged with monitoring all major 
takeovers and mergers, the presence on |m 

| the committee of representatives from the |. 


Prime Minister's Department, the Trea- P 


| sury, the Trade and Industry Ministry and | Trade. 
Bank Negara (the central bank) ensured | that 


the talks were e followed at top level. 


ow Che 1 la Sou uth Korea’ s largest foreign liivesior; 


embroiled i ' 


uth. ceni Soint- venture uud 


DU. Chemical Holding Co. 


in the boardroom, is seeking a 
he Uem which | 
; es 


qually held | joint vi o "COMPANY. 
orea Pacific. C emical Corp. (KPCC), 
with the wholly o ned Dow oe 
Do i Chemical ; 


. Dow. 
KPCHC appointee, is a former two- star 


| polvethylene, 
| and ethylene dichloride. DCKE. produpes, 
_ basic chemicals and chlorine. © | 
| . Dow's first a, E was 


: Tow v with its local partner 


E at Nochon 3 | 


The merger is needed, says Dow, to 
change the ownership structure of the 


the structure as it stands now creates many 


May 28), the gow 


end to 1974 for th 


i eS its da second üshost i 
five-fold. Dow also started a.chlor-alkali 


a plant at Yeochon. under -DCKL with 
joint-venture company. Dow claims that | « yd n 


problems as directors appointed by the | KPC 
two sides are Say in no Even a | isso 


source said: “Directors appointed by them 


money, no technology and no experience 


to ooh: complains one Dow source. The. on 


| [KPCHC] have nothing to offer — no | ¢ 


in the chemical industry - — to the joint- |'s 


venture company; their only purpose is to 


hold the 50% of the shares not held by | ke : 


ta 


The president of the. company, a 


general, Paik Suk Chu. 


The joint- -venture company v ‘was s estab- | 
lished in 1969 and produces low-density | - 


vinyl-chloride monomer, 





A Se 






volved in earlier aggressive bids for eer 


PNB in the current offer and H and C is 
advised by Baring Brothers. 


J 


, 


I the event, PNB came straight out 
with a demand for at least 50% of HME 
when the two parties eventually met in 
April. By then H and C was resigned to 
losing control, but there remained some 
tough talking on the terms. H and C's 
valuation of HME's properties had fixed 
the subsidiary's land assets at M$5,600 
(US$2,430) an acre, which in turn meant a 
net asset value of an estimated £2.08 
(US$3.71) per HME share. The HME 
market price, however, was drifting down 
and £1.40 — the lowest value for this year 
— was reached on the very eve of the an- 
nouncement. H and C naturally gravitated 
towards the higher price, PNB towards 
the lower — though never as low as the 
£1.20 or so suggested by London brokers, 
a PNB official told the REVIEW. | 

_ The final price settled on by the two 
sides — £1.76 a share — was in fact far 


and. programmes for the whole petro- 
chemical industry. A Dow source says the 
company was encouraged by the govern- 
ment's response then, and in June 1981 it 
submitted a full proposal under which 
Dow would hold a 7095 interest in the 
merged company. KPCHC rejected the 
proposal early this year. | i^. 
Dow claims that it took account of gov- 
ernment concern over minority share- 
holders' rights, and it included a generous 
set of guaranteed incomes. Under the 
proposal, says Dow, the merged com- 
pany: ! | 
> will issue minority shareholders in- 
terest-bearing debentures, in lieu of stock, 


which will be held until such time as the. 


company becomes “reasonably” profita- 
ble; ! ED 

» will then exchange the debentures for 
preferred stock with preferred dividends 
at a fixed rate; — | | 

> will change preferred stock into com- 
mon stock when the company is able to 
day a given level. of dividends to all 
shareholders. . 

Lundeen’s visit to Seoul early this 
nonth and his plea to ministers involved, 
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Plantation: restructuring expected — 


higher than most analysts had expected. A 
source who took part in the negotiations 


said: “The fact of the matter is that if you. 


have to convince your shareholders that 
they should sell out you have to look at the 
underlying net worth of the operation." 
He stressed: *The current market price is 
a poor guide under these circumstances 
because it reflects the fear that a poor of- 
fer may be made." H and C itself still feels 
that the £1.76 (partial cash) offer is too 
low, but a London-based broker said the 
discount of just 15% to net asset value was 
"extremely acceptable." The deal pro- 


vides that existing shareholders can either | 


KPCHC officials, approached by the 
REVIEW for comment on Dow's proposals 
and allegations, refused to make their pos- 


ition clear. But minority shareholders said 
the merger offer is attractive. It promises - 


returns to investors which KPCHC could 


not match now and is unlikely to be able to 


in the immediate future, said one. 
The reasons for rejection of Dow's pro- 
posal have not been officially spelled out 


by KPCHC, but informed chemical indus- 


try sources say that the South Korean 
partner may be hesitant owing to the fact 
that DCKL is losing more money than 
KPCC. The charge against Dow that it is 
selling its own products at higher prices 
than those of the joint venture is rejected 
by the US company, which said “itis just à 
link in thé chain of the industry." 
Meanwhile, Dow, using its tie-breaking 


power, is going ahead with a de facto 


merger plan under which it will combine 
redundant operations. This will save 
US$20 million over five years, says the 


company. It is also filing a lawsuit to add | 


one more Dow-chosen director to the 
KPCC board. The joint-venture company 
has eight directors, four from each side. 
The fifth director would not give Dow the 


necessary two-thirds majority to get the | 


merger proposal approved, but, says the 

company, it would make daily decision- 

making much easier. | 
The way the government handles this 


conflict will have a significant bearing on 


Seoul's relationship with overseas inves- 


tors, and foreign partners in South Korea 
| are watching closely. = 
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more prestigious estates 
(HMPB) with almost the same planted 
area (just 16,000 acres féwer than Gu- 
thrie). Almost as important to PNB. the 


new scheme provides the corporation with _ 


a subsidiary which is strictly Malaysian- 


based and plantations-oriented. By con- - 


trast the Guthrie raid “landed us with 
things which are quite irrelevant ‘to this 


country,” PNB said. “We feel this is a bet- - 


ter approach.” 

The scheme could bring tangible benef- 
its for the other parties involved: H and C 
will keep a 30.3% stake in the new group 


(which could be trimmed later to meet the 


30% limit on non-Malaysian holdings im- 
posed by the New Economic Policy) and 
also get a much-needed injection of cash. 
This will be used first to pay back around 
£85 million borrowed to finance H and C's 
recent acquisitions — mainly chemicals 
operations in the United States and Aus- 
tralia — and cut the burden of interest 
charges, which reached £10.1 million in 
the year ended March 31. After that, fur- 
ther acquisitions in. similar fields are 
promised. 


tbe reconstructed HME, meanwhile, | 


will be allowed to expand for the first 
time in many years, though the pace will 
be governed by the funds available to PNB 
and also by the attitude of PNB-nominat- 
ed directors. “The future depends very 
much on the new board and the direction 
that board gets from PNB,” said Mansur. 
No decisions have yet been made on board 
appointments, though it has been agreed 
that the existing management team will re- 
main intact. H and C (Malaysia) will be 
transferred to HMPB ownership. 

For the minority shareholders in HME 
— mainly individuals, including some 
from Malaysia — the advantages also 
seem clear cut. Analysts generally expect 
most of them to stay with the company and 
accept the share swap. The fact that 
HME's market price in London soared by 
25 pon the day of the announcement is cit- 
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ver, pointe 
pa al cash ali ve | 
ave to be cleared by London s takeover 
el — was a less attractive option than 
ull cash general offer which would 
ave come with a normal bid above the 


















their residual three-eighths. . 


" espite the complex and. comprehen- 
€ form of the takeover scheme, 
remain two important loose ends. 
e first concerns H and C's remaining 
tion sudsidiaries in Malaysia left out 
the transfer arrangements. These in- 
lude four shared with HME — Castle- 
eld (Klang) where H and C has an overall 
96, Kuala Selangor. (58%), Sogomana 
43%) and Kundong Tanjong (30%) — 
plus Holyrood Rubber. (5595) and five 
ther smaller investments. It seems that a 
cond scheme of arrangement may now 
> formulated to cover their takeover by 
PB. *H and C will become less. and 
ess directly involved with, plan i 



































want to get the management of these 
other companies done by HMPB. Before 
[the formation of] HME we were just 


o that stage.” 
-The second unanswered question con- 
cerns what PNB.will now do with its exist- 





and C’s majority holding in HME — 
which contributed an estimated 25% of 
h parent. company's operating profits of 
£51.6 million in the past financial year — 
ill considerably alter-H and C's profile 
















81-82 earnings breakdown (and exclu 


sector would fall from 52% to around 
micas and industry would rise > from 
, to 25%, trading from 14% to 16% 
| timber from 13% to 15%. The geo- 
from Asia (mainly Malaysia) slip- 


by PNB to sell its holding would bring 





ae 


"prices — a useful cash. injection. 3 
_ mately we will dispose of it,” PNB told the 
REVIEW, “because it serves no purpose." 
n Divesting its H and. C shares and re-in- 
vesting the cas 
uld. also F lr ePNB' ; 
tion on plantation investments. By 
st year 56.5% of the corpora- 






% trigger point. Those minority share- | By 
ders who wished to unload completely | Sy 
| now have to go on to the open market - 


| holdets control a total (2 





his country,” said Mansur. As a first sep : 
managing agents. We are now going nack 


ng 7.88% stake in H and C itself. The sale - 
af | velopnient ir | 

Bond's energetic push has forced the 
group t to horon e Bond rp- has | 


| possibl make it a less attractive in- | 
PNB to hold. Based on the 

| chant banking 
full m d H and C of f HME- À 






























pera Da income fom the i Dno: : 


x cal base. will shift, too, with contri- 
ng from 66% to 55% of the total. A deci- | 


| in around £30 million at present market ` 


h outside the estates sector ; 
'educi n- | jections. 


sost) were. already : 





repayment : of b bon 


Over the past | five y years Bond, Ge 


his public company Bond Corp. Holdings, | 


has moved with. dizzying speed — as- 


sembling an array of assets from a stake in 


the Ashton Diamond venture to buying 


his own brewery and dabblingi in the Unit- - 


ed States stockmarket. 

The group has forged close links with 
certain Asian investors, largely through 
Singapore stockbroker Jacob Ballas, who 
is a Bond Corp. director. 













Corp.'s capital — Bond: himself directly 
and indirectly. controls 52.396 — and in 
addition, through the Walton Bond retail- 
ing and property arm, there are links with 
Carrian Investments of Hongkong. Car- 


rian holds 14, 9% of pon Pond scapital i 


and has applied to raise | 
Carrian and. Walton Bond. are jointly 
working on a A$70 million property rede- 
the centre of Sydney- 














Hongkone 3 and per Bà | 
or from the bank's wholly 5 

subsidia 
through Wardley Austra 
volvement with. the Hong! 













possible to trace. = 


With total assets at its last balance-sheet | 
| date of A$293.7 million, Bond C 
. clearly highly geared, with he 






charges eating into. profits, at 
sure of its financial backers was high. 
However, following the recent asset sales, 
borrowings wi ee slashed. to between 









A$60-70 million, according to Alan poai | 


At this level, he said, Bond Corp. 1 


“under-geared, X 





up: in companies needing large capital i in- 





The position. has not be helped by the 
depressed Australian stockmarket (on 


which Bond Corp. is listed) and the fact |. 


that some of Bond Corp.'s borrowings 


2 | were pegged to the share. price of various. | 
| associates. For example, earl 





ir this year 
Bond Corp. announced takeover bids. 
Reef Oil NL an Basin C Oil N 


: Asian share- 


| Bond Corp. offloade 
3 holdi 


sales grossed : } 
. | lion, of which A$ 
BE profit. | 


the money market. 
: needed to finance the acquisition by Bond 
In recent months. thet O 
i- | have been rumours that Bond Corp. was. 
| in trouble, largely due to its high level of. 
borrowings and traditionally low cash |. 
flow. Much of the group's assets are tied 


ly holds aiia E T 
S Otp. borrowed against these 
holdings, t fa security was re- 
quired if the share price of either Reef or 
in fell below. etermined level. 

1 narket conditions witness- 
e -this year, the share 
boti R ef nd Basin. fell below 



















npanies. | 

| the market, 
owever, and T ly sold out of. both | 

companies t a handsome capital profit... 

Far. from displaying concern, about the. 

level of its borrowings, Bond Corp. con- 

tinued its headlong expansion with further 









| takeovers. ran the Hs 2 months, the 
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ageing | 





have cost anothér A43 million. 

Instead, the Reef and Basin stakes were 
sold — mainly to the big life insurance of- 
fice, nanona Bond sold out Association 






à ud it in turn was. sors compas blocked 


by parties willing to pay a higher price. 
The day after the Reef and Basin sales, 
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Bond Corp: has retained a’ ‘small hold- 





"ing of 2.1 million Santos shares. It sold the 


bulk of its shareholdin, at A$6.68 share, 


| substantially above the present share price 


of around A$5.50. Sitice the sale, the San- i 
tos price: has weakened considerably. - 


T: major recipient at the funds id 


through the asset sale is the Hongkong. 
Bank, which had provided a loan of about. 
ASI 30 ) million as a letter of credit support- 
ing promissory notes which were sold into: 
The funds were 









"Swan Brewery Co., which was 
this year. That borrowing 
immediately. 

his reputation as an astute 





; Land dealer in Western. Australia. His am- 
_ bition to build a major corporation has in 
“the past exceeded his financing abilities 


and the group: phas got itself into some tight 

corners. 

s biggest: coup c came in 1979, when 

oubled British oil group Burmah Oil 

ded to quit its complex holdings in the 
rti ern South Aus- l 
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tos, the dad ! rnme 


suppl e of natural gas both to 
d Sydney. Subsequently, the 
ment introduced legislation 
pper, limit of 15% on each 

| rp. was 
holdings 
de- 


ced to divest itself of part of i 
t. what ada A the time isd! 


Well as x thei, varying pem 
ooper Basin gas deposits, ‘hey a are in- 
ed in the A$1 billion-plus develop- | 

of a new hydrocarbon liquids 
sme for the area, which i is due to come 
ream early 1 next year. 


While that wi as what interested Bond 


pees sh a natio 
Blas ee our. 
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these i investments to e the group easi- 
ly to accommodate its exposure. Until re- 
cently, cash flow for the entire Bond group 
was small. relative to its commitments. 

It was this lack of significant cash flow 
which prompted Bond Corp. to bid for 
Swan Brewery Co. last year. Bond 
A$157.5 million for the company, which 
holds a monopoly over the West Austra- 
lian beer market. 

The bulk of the funds needed for this ac- 
quisition had to be borrowed, and the p pro- 
fits it generates. fall short of the amount 
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yf the big b banks 


| The major Japanese commercial banks 





-The Panin gr 





$ roup ‘oats staged strong advances in the year to 
its financial interests 7 Mar. 31, and say they are poised for 
i on ithe — market further increases in operating revenue 


and profit in the current year, The latest 
results show Dai-Ichi Kangyo Bank's 
operating revenue up 24% to ¥1.89 tril- 
lion (US$7.7 billion); Fuji Bank's up 
28% to ¥1.65 trillion; Sumitomo Bank's 


























fa rarity, $0 à warm eee seems 
ely for Hongkong's newest issue, Panin 
oldings, whose prospectus was pub- 
hed on June 8. Panin’s interests, in de- - 
iding order of profitability, are Banco 
Internacional in Macau, Panin Inter- 
i| Finance, a desposit-taking com- 
n Hongkong and Panin Insurance; a - 
gkong-based non-life insurer. Panin 
dings is linked to Pan Indonesian 
Bank through its chairman and controlling. 
shareholder George M. K. Lee — who is 
also a vice-chairman of Overseas Trust.| | generally attributed to increased de- 
Bank (page 105). Lee recently brought’ in | | mand for loans, as conditions eased in 
he Arab-owned Arinfi group as minority | | the money market 
older in Panin Holdings. And now | | was sub: 
heed ion new ‘Shares are PME s dus té | ren 


| Bank's up 29% to ¥1.66 trillion; Sanwa 
Bank's up 23% to € 1.5 trillion, and Bank 
of Tokyo's up 43% to € 1.45 trillion. 
Net profits for Dai-Ichi were Y35.6 
billion (up 29.5% ); for Fuji 52.1 billion 
(up 59%); for Sumitomo ¥55.6 billion 





3896); for Sanwa ¥35.1 billion (up 
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The i issue will il bring the group's net ape | 


ble assets to HK$334 million or HK$1.3 "ems 





fion) f oe the year ended 
il bp c over the pecs 


usiness p Ex- 


be Macau Banking v will be P facilitated bed th le: 
“cash injection from the issue. Earnings 
_this year are forecast at HK$31 million. 
^ compared with HK$17 million in. 1981, 
gr ing a prospective price-earnings ratio at 
-the issue price of 8.3 and a dividend yield 
: also of 8.3%. That looks attractive for a fi- 
“nance stock, albeit a secondary one. 
Analysts, however, suggest 


"pedo First, the rie forece 


cially household appliances, were slug- 






dividends was cut by * l to ¥6. 
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gi up ape a ght | 
: gon-finance pri ject i in Ma 5.9 million). Extraordinary 
wever, rose from just 
in the interim a year earlier 


million during the current 

















Guthrie Corp., with the result 
eae ie profit was only 












company. The iony of this was tha pany level, after-tax earnings 


De ember Bancom had annou d th: 


up 27% to ¥1.64 trillion; Mitsubishi | 


(up 77%); for Mitsubishi ¥39 billion (up | 





3076), and for Bank of Tokyo ¥23.2 bil- 
lion (up 14.4%). The improvement was 


In particular, there 
tantial demand for foreign cur- 
cy loans. International operations : 


performa ice | as affected b Sb ness | 
year. Bae ate nice E espe- i 


gish, up 4% over the previous year. The | 


igures for Tan Sti Lee Loy ; 


lue mainly to the sale of KLK's. 


| of P808.75 m 


>| sulted in A 





ed 


from n MS9. 7 million to M$6 | 


CSR's eamings down — 


Cord A$112.1 million earned in the pr 


from the energy and building materials 


decline in group revenue to A$1.76 bil- 
































| subsidiaries - 
] incorporate 
farming oncislond in Au 


said to have performed esti 
however. ^ 
Directors. also point En 
played by "substantia 
prices" dees down x 
and pene out ut 


contrast, output | 
bunches was 13% 


dated Plantations ^ 
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Sharply lower: commodity. prices re~ 
ustralia-based CSR Ltd: 
porting a 26% lower net profit of A$82.4 
million (US$86.1 million) forthe year to 
Mar. 3} — substantially below the r 








vious financial year. The key facto 
the lower profit was depressed. su 
prices, with the contribution from- 
sugar division — traditionally he 
group's biggest moncy-spinner — falling 
by almost two-thirds to A$22.1 million. - 
Ifs. contribution was on a par with those 





divisions. 
‘The lower profit was earned ona 3.5 











lion, compared with A$1.83 billion the 
previous year. Despite the lower prc 
capital investment remained high, stand- 
ing at A$545 million, compared to the 
previous A$226 million. Of the amount. 
A$147 million was invested in the Delh 
Australia Fund, the financing vehicle for 
the A$500 million plus acquisition of. 
Delhi International Oil Corp. completed - 
last year. A final dividend of 9 A cents a. 
share has been recommended, which. 
will take the full payout for the year to 18 
cents a share. — BRIAN ROBINS 
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points. Investors, already uncertain over 
interest-rate trends, had their spirits dam- 
pened by suggestions that American rates 
will hold up for some time. On the last day 
of the period, the Hang Seng Index drop- 
ped 23.9 points — and the fall would have 
been Beare but for late buying. 


Abtention focused on small gold producer 
Carmen Mindanao Mining after official 
confirmation of rumours that it would re- 
sume operations with the help of its 
Malaysian partner, Ermas Gold. Mining. 
Some 383 million of its shares changed 
hands, contributing more than a third of 
total volume turnover in the market. 
Value turnover reached P20.6 million 
(US$2.5 million), most of it accounted for 
by higher-priced brewer San Miguel, elec- 
tronics manufacturer Stanford Microsys- 


tems, telephone monopoly PLDT and the | 


construction giant CDCP: Oft 


Bangkok 


Prices generally drifted lower but re- 
covered some ground late in the period. 


Interest was still focused on the popular . 


Jalaprathan Cement but it was evident 
some investors were awaiting the out- 
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come of the current tussle for control of 
the cement company's. board. The Asia 
Trust Bank group, ousted in a surprise 
boardroom coup in mid-April, was re- 
ported to have increased its shareholding 
from the original 30% to around 50%. Av- 
erge daily turnover was Baht 11 million 
(US$478,000) while the Book Club Index 
managed to post a marginal 0.15-point 
gain to close at 92.42. 


Taipei 


The market rose sharply at the beginning 
of the period after a new securities and ex- 
change commissioner took office, but de- 
clined gradually when it became apparent 
that he would not take drastic action to 
stimulate activity. At the close, prices 
plunged eight points to a new four-year 
low after the bankers' association said it 
would not lower interest rates. The aver- 
age weighted price index fell three points 
over the period to close at 461.37. Aver- 
age volume traded declined 20% to a pal- 
try NT$319 million (US$8.4 million). 


New Zealand 


Price movements were small as the market 
quietened and pondered the coming 
budget. A number of investment concerns 
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are subject to discussion and Prime Minis- 


ter Robert Muldoon has promised a 
budget which will include major changes. 
In its present mood the market is more 
prepared to worry about thè budget than 


to respond to company results which are . 


running well above already optimistic ex- 
pectations.. NZ Steel and NZ News man- 
aged to produce results good enough to 
push their share prices higher. 


Australia 


Renewed buying support from overseas 
groups temporarily halted a slide in prices, 
pushing the Australian All-Ordinaries 
Index back over the 500-point level after it 
drifted lower in recent trading. However, 
trading remained subdued in all but a few 


situation stocks. Most of the buying was 


for blue-chip miners such as CRA and 
North Broken Hill. Huge turnovers in 


Santos, Reef Oil and Basin Oil during the 


week buoyed trading figures as Bond 


Corp. Holdings sold most of its shares in - 


these companies. 
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- thousand. One can borrow a 


. has been setting up commit- 


of standing technological history on 
its head. The first wheel that most Papua 
New Guineans saw was on an aeroplane. 
‘.Later came cars áfid trucks. Now, city 
sophisticates are encountering the bicy- 
cle. Government advisers to people set- 
ting up small büsinesses have bypassed 
the need for teaching numeracy al- 
together by dishing out free pocket cal- 
culators. The abacus is a thing of 
novelty. l 

So it is with TV. The initials “TV” 
mean, to Papua New Guineans, video 
tape-recorders (VTRs). It started with 
the large expatriate community, but 
over the past year VTR-use has 
exploded into Papua New Guinea’s 


. elite too. Cinema and theatre atten- 


dances are tailing off, and “going to the 
library” has nothing to do with those old- 
fashioned artifacts — books — but 
everything to do with The Muppet Show 
and Dallas. 

Numerous tape libraries have sprung 
up in the major towns because there is no 
copyright law. Tapes are sur- 
reptitiously copied in Aus- 
tralia, Hongkong or Singa- - 
pore and imported by the 


tape for Kina 1 (US$1.40) a 
night. This often means sit- 
ting through advertisements 
for bargains in Bondi or res- 
taurants in Kowloon, mid- 
Muppet Show. But Papua 
New Guineans love it all. At 
Kina 1,200 for a VTR and TV 
set, they need to love it. 

And inevitably, viewers 
are gaining a taste that VTRs 
alone will not, satisfy. They 
want the real thing — broad- 
cast TV — and now it is on its 
way. 

For years, the government 


tees and talking about TV. Most of the 
committees came down against it. TV 
will speed up the introduction of foreign 


. values, divide the nation between the 
have-TVs (urban, already wealthy) and 


have-nots (the rural majority), encour- 
age unattainable aspirations, cost too 
much and divert scarce manpower from 
the more genuinely popular medium — 
radio — the arguments run. 

The latter is already happening fast. 
The Australian Broadcasting Commis- 
sion worked wonders in its localisation 
programme, but already many of the 
most experienced and proficient Papua 
New Guinea broadcasters have left. 

The National Broadcasting Commis- 
sion (NBC), a statutory body, is now 
largely run by bureaucrats with little or 
no direct broadcasting experience. De- 
spite the considerable freedom — within 
British-style libel laws — offered to jour- 
nalists in the country, NBC increasingly 


pos New Guinea has made a habit 


offers a news-fare of undigested ministe- 
rial and bureaucratic statements. 

Yet it has opened a new FM station 
(broadcasting substantially the same ma- 
terial, mainly 1970s country and pop 
music, as the AM station). And it is now 
also introducing sponsored program- 
mes, providing an avenue for the bre- 
weries, South Pacific (Heineken) and 
San Miguel, previously closed by legisla- 
tion forbidding direct liquor advertising. 


he government is now considering 

the latest study — commissioned by 
the NBC and the public utilities depart- 
ment — on ways to introduce TV. One 
of the consultants who produced the 
study is Joe Joel, aged 59, younger 
brother of Australian media magnate Sir 
Asher Joel. 
worked in Southeast Asia and in Papua 
New Guinea for many years as a consul- 
tant — smoothing the paths for business 


interests in their dealings with govern- 


ment. 
Joel makes no bones about it: Papua 


Plantation Wortes open to distraction? 





New Guinea must have access to major 
overseas events and to the Muppets. 
“This kind of thing will bring this country 
into the 20th century," he says. In the be- 
ginning, he feels, broadcast hours would 
be limited to four hours on weekdays 
and six on weekends. He thinks there 
should be minimum dislocation of indus- 
try. Joel even conducted his own re- 
search to this end: *I have people giving 
me time zones — when the meris 
(women) come home from their gar- 
dens, when to put on the cartoons to get 
the kids to hold still, and so on." 

He is certain that Papua New Guinea 
has sufficient talent to set up TV. “I am 
terribly impressed with the people at the 
NBC," he says. NBC staff are pleased 
with the recent premieres of two locally 
made films: Tukana, a feature film, and 
a 70-minute documentary on the South 
Pacific festival held in Papua. New 
Guinea in 1980. The latter has taken al- 


The younger Joel has. 


Dd Sipe 


most two years to edit — not quite TV 
pace. 

Local products are unlikely to be able 
to fill much of the suggested broadcast 
time. Joel feels, however, that the coun- 
try could tempt film and TV companies 
from overseas to shoot in Papua New 
Guinea, using its "exotic settings and 
exotic people." He said he had already 
interested friends in Hollywood in the 
idea. 

He says careful censorship structures 
have to be built, with pornography and 
violence ruled out “at least for the first 
couple of years." As for encouraging un- 
realistic aspirations, Joel says TV could 
answer the needs of companies "scream- 
ing out for more marketing oppor- 
tunities" here. *Trade doesn't follow the 
flag any more — it follows TV,” he says. 
And sales associated with TV would 
soon be substantial: “I’ve 
been in the Western Desert in 
Africa and seen Bedouins 
with TVs slung over their 

camels." The s ght has not 
gone unnoticed 
salesmen are making increas- 
ing calls. 


" between pilot broadcasting 
almost immediately, in the 
two largest towns, Port 
Moresby and Lae, and wait- 
ing until the Australian 

domestic satellite is launched 
in three years, giving the po- 
tential of nationwide access. 

Joel says most of the criti- 
cism of TV here comes from 
` expatriates who are con- 
cerned that their employees 
might be distracted from their 
work by it. He says thisis the last country 
of any dimension to be without TV, and 
now isa good time to get involved since it 


is the time of “the latest technology, 


simplified and miniaturised." 

The problems of maintaining such 
sophisticated equipment as TV sets and 
the dish aerials needed to pick up a satel- 
lite signal and of obtaining a regular 
power supply are so great for the rural 
areas that — whatever the rhetoric — 
TV will effectively follow the VTR 
route, through the urban elite and 
perhaps eventually trickling down to the 
rest of the nation. 

The experience of TV in the other is- 
land nations of the Pacific has already 
been widely documented, most disturb- 
ingly in Australian film-maker Dennis 
O'Rourke's study of Yap in Micronesia, 
where Coca-Cola has — with TV's help 
— been triumphant over the coconut. 

.— ROWAN CALLICK 
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Poor show 

In response to a newspaper advertise- 
ment, on June 3 I went to Auckland’s 
Hotel Intercontinental to attend an exhi- 
bition, organised by the Hongkong Trade 
Development Council (HKTDC), of 
manufactured products from Hongkong. 

A few bored-looking delegates, repre- 
senting a mere handful of Hongkong 
firms, were scattered here and there in a 
large exhibition hall, which was mainly 
distinguished by its emptiness. The few 
display stands on view to the New Zealand 
public were pathetically bereft of that rich 
variety of manufactured merchandise that 
the Western world has come to associate 
with Hongkong. In fact, a sorrier-looking 
exhibition would be hard to find any- 
where. Surely Hongkong is worthy of bet- 
ter publicity and representation? 

I suggest therefore that the HKTDC, 
apart from the obvious merit of its glossy 
trade publications and its impressive dis- 
play in Hongkong’s Connaught Centre, 
begins to get its act together in terms of 
trade promotion displays overseas. 
Auckland, New Zealand R. K. ST CARTMAIL 


Martial law's failings 


Your prediction of the Bangladeshi coup 
[REVIEW, Mar. 19] and subsequent cover- 
age of events there have been incisive and 
in the best tradition of journalism. The 
difference between martial law and demo- 
cracy, with all its failings, is that one is rule 
by force and the other is rule of law. 

What Lieut-Gen. H. M. Ershad will 
achieve is unknown. As your correspon- 
dent reported someone saying [REVIEW, 
May 7], “more time should have been 
spent studying the issues before taking de- 
cisions." What Ershad has achieved is to 
crush the nascent democratic order in 
Bangladesh. In 1958 Gen. Ayub Khan 
made the same mistake which, after 10 
years of his rule, ironically called by his 
cronies “the decade of development," 
plunged Pakistan into a messy and bloody 
civil war leading to its break-up. 

Ershad has arrogated to himself all exe- 
cutive and legislative functions. He is 
making laws by issuing fiats in his own 
name. Judges are to be appointed and dis- 
missed by him and no court can question 
any action of his martial law authority. His 
actions will not be subject to any law or 
rule as he is a law unto himself. In the cir- 
cumstances. there is a complete loss of 
public confidence and no one knows what 
will happen next. 

Ershad's catch-all slogan is to weed out 
corruption. Yet he is surrounded by 
people with a record of moral and 
economic degeneration. So far, half a 
dozen former ministers and politicians 
have been arrested with only one of them 
put on trial. If this is all the corruption that 
he has made so much noise about, the 
issue was simply a smokescreen to justify 
overthrowing an elected president, dis- 
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OUR LUXURY 
DISCOUNT 
SUMMER 
PROGRAMME 


[HE PROGRAMME 


— Accommodation in deluxe and 
harbour-view rooms and suites, 
at 40% off the regular rate. 

— Complimentary welcoming tea 
service. 

— Complimentary use of Health 
Club facilities. (Massage 
service not included.) 

— Complimentary dail 
newspaper. 

— Complimentary shuttle service 


to and from Star Ferry and 

Mass Transit Railway 

(Kowloon side). 
Our Summer Programme is 
available from June 1 to 
september 30, 1982. For 
personalized reservations, call or 
telex direct: Telephone 3-7212111; 
Telex 36718 SHALA HX. Or, call 
your Travel Agent or Westin 
Hotels in your city. 


THE PRICES 


Regular 


Less 40% 


Single/Double Single/Double 


Deluxe HKS$575/625 
Harbour View HK3$675/725 


HK$345/375 
HK$405/435 


Suites HK$1,000 to HK$4,000 less 40% 
All prices subject to 4% tax and 10% service charge. 


THE PLEASURES 


Location: On the harbour 
amidst Kowloon's major shopping 
area 15 minutes from Kai Tak 
Airport. Accommodation: Colour 
TV international direct dial 
telephones . . fully air-conditioned 
mini-bar 24-hour room 
service. Special Services: Health 
Club Executive Centre with 
full businessmen’s facilities 
Convention Facilities: 12 
meeting rooms with all busines 


services including simultaneous 
translation Grand Ballroom 
seating 800. Dining Facilities: 
Margaux, for continental 
excellence Shang Palace, 
renowned for its Chinese cuisine 
Nadaman, for Japanese deli- 
cacies The Coffee Garden 
and for relaxation: the Lobby 
Lounge, the Rooftop Tiara 
Lounge, and the Gemini, featuring 
live entertainment and dancing. 


IHE GRANDEUR è THF GRACE * THE INTIMACY 


Bangkok 2514862-9 (Telex. 82110 SEATOUR TH) 


Frankfurt (0611) 215-747 (Telex: 414697) 


Kuala Lumpur 486536/424588 (Telex 10322 FE DMIL) 


London 001-408-0636 (Telex: 22144) 
Manila 832-07-01 (Telex: 40443 FILPLAZA 
Singapore 737-3644 (Telex: R8215051 


Seoul 1-05 (Telex: CHOSUN Kv4256) 

Sydney (020326-2000 

laipe: (02) 581-4111 (Telex: 925878 WORLD EXP) 
l'okvo (01) 213-1671 (Telex: 2224507 TYOWI J) 
USA. (Continental) Toll Free 800-228-3000 


E ShangriLa hotel 


HONG KONG 


WESTIN HOTELS 





The key to investing in China 
is getting on-the-spot help. 


China has announced its intention to further In addition, you'll find that we do business directly 
facilitate foreign investment in the coming years. with the Bank of China throughout China, so we can 
New laws and regulations have been published and readily provide trade financing and other services 
various types of investment projects are already in related to your investments. 
operation. So, if you wish to develop trade and make 

Bank of America, with our Representative Office investments in China, we can help. Please contact us 
in Beijing, is well-placed to assist in investment at our Beijing Representative Office, 23 Qianmen 
decisions — and to provide financing facilities. Dong Dajie, Beijing. Tel.: 552685. 

Bank of America officers travel frequently to Or at our People’s Republic of China Office at 
major investment centers in China. The knowledge Bank of America Tower, 19th Floor, 12 Harcourt Road, 
and experience thus gained, together with our Hong Kong. Tel.: 5-2676501. 
working relationships with the major trust and 
investment corporations, make Bank of America 


= ee to begin your China investment B AN K OF AM E RI C AU 


DA-PRC-001 Bank of America NT & 
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parties, sacking 
half the senior en- 
voys, dismissing 
the chief justice, 
and so on. 

Like his pre- 
decessors Sheikh 
Mujibur Rahman 
and Ziaur Rah- 
man, Ershad thinks 
he knows all the 
answers to the pro- 
blems of his poverty-stricken country. He 
has made known his wish to give the hap- 


less people a constitution in his infinite 


wisdom and his own sweet time. It will be 
a product of his genius to be imposed on 
the people. His only qualification to do so 
is that he has a gun pointed at the people, 
who provided it to protect them at the cost 
of going hungry and naked. 

Martial law may achieve some eye- 
catching results like getting the roads 
cleaned and making the miserable 
rickshaw-pullers obey traffic rules. The 
military, unlike civilian authority, does 
not operate within the ambit of law and 
the jurisdiction of the courts. How long in- 
timidation will work is anyone's guess. Ex- 
perience has shown that past martial law 
regimes sapped the vitality of the people, 
destroyed the institutions, failed to re- 
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struction. 
Ershad's folly has politicised the army. 
The disintegration of its discipline, cohe- 
siveness and dedication is a matter of 
time. His coup will not be the last one and 
will prove to be the bane of Bangladesh. 
The majors already may be thinking they 
can do a better job than he, and there are 
hundreds of potential Sgt Does waiting in 
the wings. The only uncertainty is how 
soon they will follow each other. 
Japan 


Training details 


A footnote to your article on Vietnamese 
student-workers in the Soviet. 
[REVIEW, May 14]: 


The first paragraph of the story leaves - 
the impression that there was no Vietnam- - 
ese reporting on the programme until - 


after the Japanese and Western reports 
earlier this year. 


In fact, the party daily Nhan Dan car- s 


ried a feature article on Soviet aid in train- 
ing Vietnamese workers in the October 
28, 1981, issue. That article summarises 
programmes from 1954.to the present day. 


In that period, it said, the Soviets trained — - 


27.600 workers and trades teachers "in 


more than 70 trades at 50 schools in the 11 . 
republics of the Soviet Union." The Aricie ] 
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Economic and Social Commission for Asia and the Pacific 


OTHER CORRESPONDENTS AND CONTRIBUTORS - 


Calcutta Jayanta Sarkar (ESCAP) 
Canberra Anne Summers 
‘Decca = S Kamaluddin SENIOR ECONOMIC AFFAIRS OFFICER 
Europe aire ESCAP, which is based in Bangkok; Thailand, is the regional commission of the United 
Islamabad John Fullerton, Mohammed Aftab - Nations. It provides a regional forum for exchange of information and ideas on the broad 
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also outlines industrial training program- 
mes within Vietnam which have been part 
of the Soviet aid programme. 

Berkeley, California JOHN SPRAGENS 


Prosperity's problems 
Since the reformation of agricultural po- 
licy in China, great changes have taken 
place in the countryside. Now most 
people's communes have the farmland di- 
vided into small units for every family. It is 
said that the land still belongs to the 
people's communes. The peasants do not 
have the right to sell tt. The government 
will ask for taxes on the land each year. As 
a matter of fact, the peasants also have to 
sell a certain amount of grain to the state. 
Since they have got their own land, the 
peasants have been working very hard on 
it and accordingly most of them are getting 
rich very quickly. Now, more new houses 





are built, more young people get married 
and more grain is stored. As the govern- 
ment has raised the purchase price for 
farm products, the peasants can make 
more money than before. 

But they still want to do things which 


will bring them more profit. So they plant 


profitable agricultural products, such as 
beans, peanuts and various kinds of vege- 
tables. Once the city people were starving 
for these things, but now they can be 
bought in the open markets all the time. 
The peasants in Canton, Shanghai, Xian 
and some other cities are living a much 
better life than many of the workers there. 
Many of the peasants have two-storey 
houses, TV sets, motorcycles and even re- 
frigerators. 

However, the peasants face many pro- 
blems and they have lots of things to worry 
about. Before, when the land was farmed 
by all commune members, the individual 


peasant did not need to worry about the 
choice of seeds, use of fertilisers or the re- 
pair of farm machines. They did not really 
need to know when to plant or when to 
harvest. Commune leaders would arrange 
everything for them. 

But now,as the land is lent to each fami- 
ly, the family has to arrange everything. In 
order to increase their harvests, they ea- 
gerly try to get high-productivity seeds and 
fertilisers. But if they choose the wrong 
seeds or use fertiliser improperly, they will 
suffer losses. Since most of the peasants 
have little schooling, it is difficult for them 
to farm scientifically and there is also a 
shortage of chemical fertilisers — the 
peasants go everywhere trying to obtain 
them. The climate is also something that 
they have to worry about. Although they 
are more prosperous now, they have more 
worries. 

Xian, China B. F. 
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You can't order an efficient waiter from a menu. At the Hotel Lotte, the man who brings you the bill of fare will be attentive, 


little upret 
bre Hotel te Karea, 


yet unobtrusive, because he has been trained properly. It's this kind of excellent service, which is “standard procedure" in 
our 27 restaurants, and an unbelievable array of fabulous facilities that have made the Lotte Korea's finest hotel. 


HOTEL LOT TE 


One of the world’s great hotels 
C.P.O. Box 3500, Seoul, Korea *Phone: 77 1-10 


B 





Telex: LOTTEHO K23533/34/35, K28313 *Cable. HOTELOTTE 
Japan Sales Office: Lotte Kaikan, 4-6-1, Kinshi, Sumida-ku, Tokyo 


Phone: (03) 624-5185/6 *Telex. 262-2370 LOTTEHJ 


SRS, 


Other members of “Prestigious Hotels of Asia": In Bangkok-The Dusit Thani Hotel, in Manila-The Manila Hotel, in Singapore-The Dynasty 


Hotel Lotte is a member of SRS Worldwide Hotels. For toll free reservations in the U.S. call. 800-223-5652 
In London:(1) 629-9792, Paris: (1) 296-2887, Frankfurt: (61 1) 215718/19, New York. 212-593-2988, Hong Kong: 3 679111, 
Singapore: 737 3871/5577, Johannesburg (South Africa): (11) 833-5855/5891, Tokyo:(3) 5041111 ext.4248/49 


Hotel, and in Taipei-The Taipei Ritz Hotel 
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his country to market forces and international | soaring energy costs and re- 
investors, tilted his country’s foreign policy to- | duced demand persuade most : 
wards the West and ushered in a presidential | countries of the region, with the | 


form of government. While the economic pros- | exception of Indonesia, to slow — d 
pects remain healthy in the long run, pains of | down or cut back expansion | 
adjustment to a new system are showing | plans; but a process invented in- S 
through. The constitutional problems over | Japan could put some shine back N 
proportional representation of the parties inthe | on the beleaguered metal. de 
next election also poses serious problems. The 1 Ja 
relentless victimisation of the opposition Sri Page 71 | e p ae 


Lanka Freedom Party and the deprivation of the civic rights of its 


leader, Sirimavo Bandaranaike, could well make political martyrs of | Pakistan is urgently developing 
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| x - (cabinet). member Datuk 
—  Mohamad Muslim Othman has 
been found guilty by 
. Malaysia’ s High Court of cor- 
. rupt practices and sentenced to 
one day's jail and a M$2,000 
. (US$866) fine. His offence was 
^, taking’ part in a state cabinet 
decision to approve his own ap- 
plication for land in Kedah. 
a a Following his conviction, 
Mohamad Muslim cannot 
poo for elective office for five 
. years. He is the first state 
cabinet official to be convicted 
. for corruption since the former 
chief minister of Selangor, 
Datuk Harun Idris, was jailed 
in 1977. — K. DAS 


. Soviet forces pull 
. out of Afghan valley 


Soviet and Afghan security 
E re withdrew from the 
(oe Valley, a resistance 
. redoubt northeast of Kabul, on 
. June 4. They suffered heavy 
ng . losses in their bid to destroy the 
E - guerilla stronghold — a move 
believed to have been aimedat 
dd HE. killing the legend of the valley 
Ei A in resistance folklore and the 
. reputation of its young resis- 
tance commander, Massoud, 
. prior to the present United Na- 
. .. tions- -sponsored proximity 
B. _ talks in Geneva on a political 
- — resolution of the Afghan crisis. 
E Panjsher threatens Bagram 
b. air base and the roads linking 

. Kabul with the Soviet Union. 
— JOHN FULLERTON 


p Indonesia denies Papua 
* E New Guinea charges 


Indonesia has issued a state- 
ment denying charges by 
= Papua New Guinea that In- 
. .. donesian Armed Forces (Abri) 
— — had crossed the border in pur- 
- . Suit of rebel groups (REVIEW, 

= June 4). The statement said 
that late last year what it de- 
— scribed as wild gangs kidnap- 
- ped 58 employees of an In- 
. donesian logging company in 
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inside Papua New Guinea. 
Some Indonesian villagers 
later freed the hostages on 
_their own initiative, the state- 
ment said, going on to express 
_ . dissatisfaction that the gangs 
|» . were using Papua New Guinea 
= ~ territory and that the Port 
-Moresby government had not 





2. a Í REGIONAL 
" ‘Kedah official found 
| ES . guilty of corruption 


_ Former state executive council 


taches 


Irian Jaya and detained them > 


cooperated with the Indone- 

sian side on the kidnap case. 
Some foreign military : at- 
in Jakarta were sur- 
prised that Abri had not been 
involved given the © cir- 
cumstances, while. privately 
some Indonesian officials con- 
sidered that what they termed 
Melanesian nationalism. was 
being exploited as an election 

issue in Papua New Guinea. 
— SUSUMU AWANOHARA 


Asean ministers 
meet in Singapore 
Against a background of fail- 
ure in attempts to coax three 
Cambodian factions into a 
coalition to oust the Vietnam- 
ese, Asean foreign ministers 
gathered in Singapore last 
week for their annual meeting. 
In opening statements on 
June 14 the ministers tended to 
gloss over the Cambodian 
issue, apart from stressing 
Asean’s commitment. to help 
seek a political solution leading 
to a Vietnamese withdrawal, 
and concentrated more on eco- 
nomic matters. However, the 
Indochina problem was. ob- 
viously high on the agenda as 


indemans: cause of concern. 





the ministers continued their 
closed doors talks. 

Concern that support for the 
Khmer Rouge’s retention of 
the United Nations seat could 
weaken was evident when it 
was learned before the meeting 
that president of the European 
Economic Community Leo 
Tindemans, Belgium’s exter- 
nal relations minister, would 
not be travelling to Singapore 
for a follow-up dialogue with 
the ministers. Singapore’s For- 
eign Minister Suppiah Dha- 
nabalan cabled Tindemans 
asking him to reconsider, and 
the Belgian eventually agreed 
to attend. — RODNEY TASKER 
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Canton talks boost _ 

investment potential 

Potential investors from 23 
countries and Hongkong dis- 
cussed 121 industrial develop- 
ment projects at a Canton 
meeting jointly organised by 


the United Nations Industrial 


Development Organisation 
(Unido) and 
Ministry of Foreign Trade and 
Economic Relations. Forty- 
seven memoranda of under- 
standing were signed during 
the week-long meetings which 
officially ended on June 10, 
and more were expected as 


‘talks continued. 


Total investment in the first 
26 projects subject to agree- 
ment would be US$200 mil- 
lion, according to Unido exe- 
cutive director A. R. Abd-el 
Rahman Khane, of which the 
foreign contribution would be 
US$120 million, mostly in capi- 
tal equipment for factories. All 
121 projects would cost 


US$900 million if they came to - 


fruition. Most of them were 
structured as joint ventures or 
compensation-trade arrange- 
ments. 

A majority of the particip- 
ants, some represented by 


agents, were small- to medium- 


sized firms, many with little or 
no previous commercial ex- 
perience in China. 

— ROBERT DELFS 


Thai devaluation 
ruled out 


| Thai Prime Minister Prem Tin- 


sulanond last week shot down 
persistent rumours of a devalu- 
ation of the baht. Prem made 
the announcement during a 
monthly meeting with leaders 
of Thailand's three private-sec- 
tor institutions, the Board of 
Trade, Thai Bankers’ Associa- 


tion and Association of Thai 


Industries. The currency was 
devalued by 8.7% last July. 
— PAISAL SRICHARATCHANYA 


Hands across the 
Tasman, slowly 

A common market agreement, 
called Closer Economic Rela- 
tions (CER), between Aus- 
tralia and New Zealand will 
come into effect from January 


1, 1983 — but the introduction 


period will be a painless 12 
years. The agreement has oc- 
cupied New Zealand politi- 
cians and newspaper headlines 
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for almost a year and left New 
Zealand primary and manufac- 
turing industries in a state of 
anxiety 
needlessly, because the fine 





but apparently . 


print of the draft CER released 


last week has yet to be settled. 
The essence of the agree- 
ment is that it will progressively 
remove all existing restrictions 
on Tasman trade by 1995. Base 


each year in real terms, effec- 


access levels will increase 1076 - 


tively doubling access in seven 


sva — KLAUS SORENSEN 
apanese buy banking 
ue take in C California 


Industrial Bank of Japan (IBJ) 
has taken a  300,000-share 
(1. d position in Wells Far- 
go and' Co., parent of one of 
California's ‘largest banks, for 
US$6 million. Wells chairman 
Richard Cooley calls this a spe- 
cial relationship giving IBJ in- 
creased access to the California 


market. —MARK BLACKBURN 
Pakistan's budget — 
brings new taxes 


Pakistan’s 1982-83 budget is to 
raise some US$500 million in 
new taxes on oil, agriculture 
and certain imported goods, 
while non-development spend- 
ing has been cut by 7%. The 
budget details, released this 
week, show a trade deficit of 
more than US$3 billion, the 
worst in the country's history. 
Defence spending has been 
increased 12.8% to US$1.9 bil- 
lion or some 47% of state ex- 
penditure. The resource gap of 
US$800 million reflects the im- 
pact of the international reces- 
sion on the country's primary 
exports. | — JOHN FULLERTON 


Asean keeps a 

united front 

Bilateral negotiations between 
the European Economic Com- 
munity (EEC) and its Asian 
textile and clothing suppliers 
are being suspended one after 
another, contrary to the EEC’s 
hopes. Talks in Brussels with 
Singapore and Malaysia have 
just been suspended and are 
unlikely to resume until Sep- 
tember. Those with Hongkong 
are likely to be suspended 
soon. And as the Asean coun- 
tries seem determined to main- 
tain their united front, negotia- 
tions with Thailand and the 
Philippines, which open here 
on June 28, are likely to follow 
the pattern. 


- 


— MALCOLM SUBHAN ; 
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THE IRE OF ISLAM 


There appears to have been a race- 
riot in Kashgar, in the southwest of 
China’s Xinjiang Uigur Y 
Autonomous Region, last October. 
Details recently disclosed blamed *a 
very few people" for trying to 
intimidate local officials over 
religious matters. In the 
disturbances a Muslim imam had to 
vacate his six-room house for Han 
settlers. Chinese authorities in 
Xinjiang have been trying to placate 
local Muslims by selling the Koran 
publicly, providing funds for the 
repair of mosques and enabling a 
few local mullahs to go to Mecca. 
However, these measures have 
evidently not quelled local 
discontent over religious matters. 


RECLAIMING RESOURCES 


The Macau Government is ready to 
apn an agreement with state-owned 
Chinese firms China Resources and 
Nam Kwong Trading to reclaim 
nearly 1,300 acres close to the 
territory's border gate. It remains 
to be seen, however, whether 
Hongkong-based China Resources 
can go ahead with the estimated 
HK$900 million (US$154 million) 
Macau project in view of the row 
over à similar plan in Hongkong's 
New Territories (see page 11). 


Peking is said to be reining in China 

Resources' investment plans 

because funds are needed to develop 

special economic zones in 
uangdong. 


Zhaó end Suzuki” 
COSTLY FRIENDSHIP 


China has requested that Japanese 
loans to continue construction of the 
Baoshan iron and steel facility, 

t pi Petrochemical Plant and 
coal export development projects be 
increased to ¥90 billion (US$366 
million) for the current year, 
according to reliable Tokyo-based 
sources. But the Japanese 

side has balked at the total, a 50% 
increase over last year’s ¥60 billion. 
The request was made during 
Premier Zhao Ziyang’s six-day visit 
to Tokyo in early June, but because 
of Japanese hesitation, the issue will 





| Pyongyang. Seoul’s hardened 


be deferred until Japanese Prime _ 
Minister Zenko Suzuki visits China a | 


in September. ied tee 


DANGEROUS GAMBLE = | 
South Korea is expected to react — | —— 
promptly and strongly againstany | — — 
French move to recognise North. | 
Korea. Official sources said any such ^| - En 
move would mean Paris risking — ^| 


* 


tremendous commercial ae TN 
opportunities inthe South while — | 
gaining "absolutely nothing" from. | — 


position stems from its fear that any 7| "e 
action by France'ssocialist President | —— 
Francois Mitterrand could lead tọ. | — 
similar moves by other Eprepeat me 









powers including Britain and West || 
Germany. Cp uS 
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RIPE FOR RETALIATION | 
British officials in Tokyo suggest’ | — 
that Japan's recent vote fora United | - - 
Nations resolution on the Falklands | 
conflict — which Britain and the — | 
United States opposed — will = ^| -. 

further hurt trade ties between ^ ^| —— 
Japan and Britain. London viewed | —— 
Japan's vote as myopic misjudgment | _ 

or a diplomatic slap in the face. d. 





| British politicians could now take — | - 
protectionist action against Japan — | — - 
with few objections from British. — | —— 
diplomats. i ^ 41] NINE 
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AFGHANISTAN 

The government reported a major victory 
against rebels in the Panjsher valley where 30 
rebel bands were crushed (June 1.3). 


BANGLADESH | 

Former minister Nurul Huq was put on trial 
in absentia for corruption and misuse of 
power (June 10). 


CAMBODIA | 
The Vietnamese association of jurists pro- 
tested against an inquiry conducted by law- 
yers from Asia, Australia and New Zealand 
into the alleged use of chemical warfare in 
Laos and Cambodia, the Cambodian news- 
agency SPK said (June 15). | 


CHINA | 
Dissident Wang Xizhi was sentenced to jail 
for 14 years and stripped of his political rights 
for four-and-a-half years for counter-re- 
volutionary activities» (June 10). Foreign 
Minister Huang Hua held talks with his 
West German counterpart, Hans-Dietrich 
Genscher, in Bonn. About 200 foreign stu- 
dents held an anti-American demonstration 
in front of the United States Embassy in Pe- 
king to demand the withdrawal of Israeli 
troops from Lebanon (June 15). | 





INDIA 

Seventeen people were killed and 28 
wounded when a bomb exploded in the city of 
Gauhati in Assam state, United News of India 
said (June 9). About 100 Palestinian students 
occupied an Arab cultural centre in New Delhi 
because no airline would fly them to Leba- 
non to fight against the Israelis, the students 
said (June 12). About 100 people, said to be 
supporters of the opposition Lokdal, were ar- 
rested for disturbing a public meeting or- 
ganised by the ruling Congress party in the 
town of Jind in Haryana (June 14). 


INDONESIA 

The government denied that its troops en- 
tered Papua New Guinea to chase rebels 
(June 10). 


JAPAN . 
Prime Minister Zenko Suzuki arrived in 
Peru for an official visit (June 10). 


MIDDLE EAST 

King Khaled of Saudi Arabia died of a 
heart attack. His brother. Crown Prince 
Fahd, became king (June 13). 


NEW ZEALAND 
Works minister Derek Ouigley resigned 


bly members were held (June 12). 
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and was replaced by two under-secretaries, | — 
Tony Friedlander and Keith Allen (June 14). | — 
NORTH KOREA | EI 
The government accused the United States |. — 
of military provocation after reporting the | — — 
penetration of its airspace by a US reconnais- — d a 
sance aircraft (June 10). Chinese Defence | — - 
Minister Geng Biao arrived with a military | | — 
delegation for an official goodwill visit, the | 
North Korean Central News Agency said bp 
(June 14). m ^ M 
te 2h a 
PAKISTAN id, 2 
Three leaders of the banned National | 
Democratic Party were put under house ar- s 
rest, official sources said (June 11). | E. 
i - | au 
PHILIPPINES Sea F 
The government won all 34 seats in the | — 
southern Philippines autonomous regional as- = 
sembly elections (June 9). - 3 
aot 
SINGAPORE ` M 
The Asean foreign ministers meeting. MU 
opened (June 14). v? ib 


" 
TAIWAN Ra. 
Elections for village chiefs and town assem- 
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ny Richard Nations 


ADW . Washington: Following the Soviet inva- 
| r sion of Afghanistan in 1979 the United 
A 

. power whose commitments outreached its 

- resources. Washington simply could not 

+e E een a credible deterrent in the face of 

b the new Soviet threat to the Gulf's oil life- 

— line without downgrading deterrence else- 

m /— where i in South Korea, Europe and South- 

- east Asia. President Ronald Reagan came 

= to office last year determined, he said, to 
— — find a solution to that dilemma. 

S a Now, after nearly a year of review, the 

. Reagan administration has completed its 

2 - new defence guidance intended to provide 

se an adequate response to the Soviet chal- 

| . lenge globally, from the extreme of stra- 

eet . tegic nuclear exchange to the so-called 

4 — wars of national liberation at the low end 

. of the conflict spectrum. It is a five-year 

E. plan covering the years 1984-88 and de- 

ped to fit into a coherent whole the 

sometimes disparate themes of the past 

m = year's defence policy — burden-sharing 

E ^ . among allies; the stress on roles and mis- 
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= sions; arms diplomacy i in the Third World; 


A -the Rapid Deployment Force (RDF), and 
= strategic cooperation with China. The 
Sg ge classified document was leaked to The 
—. New York Times. 
E — For Asia, the document means a rede- 
a ir ed of American forces in times of 
| crisis away from Northeast Asia and to- 
MS - wards the critical sea lanes of Southeast 
_ Asia and the Gulf. The plan does not call 
— for rebasing American forces stationed in 






: E . the Philippines. But the emphasis is very 
much on the strengthening of Asian de- 
. fences to fill the vacuum left as US forces 
Swing west to meet crises elsewhere. 

The defence guidance provided the 
2 D teoma to the speeches of Defence 
ES Ai Secretary Caspar Weinberger during his 
E — Asian trip in March when he visited To- 

.. kyo, Seoul and Manila to present the new 
am — military strategy to Washington's Asian 
d allies. Recently, officials from the state 
. and defence departments in congressional 
testimony have revealed portions of the 
plan which provides the basis for the ad- 
 ministration's requests to congress for de- 
. fence funding over the next five years. 
=  Inwhatmay be the most comprehensive 
E statement on Asia by a Reagan official so 
— . far, Weinberger laid out, on March 26 in 
. Tokyo, “the six pillars of America's Asian 
. policy." The first pillar is to affirm the US’ 
. intention “to remain a Pacific power and- 
E =. .. Within its means to do as much as 
e E | necessary to ensure that the Pacific-Indian 
. Ocean sea lanes remain open.’ 
3 MEE Weinberger travelled the region in 
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- States faced the classic dilemma of a world - 


d is _ times of peace in Japan, South Korea and 
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Calling all allies... id 


March reportedly to convince Asian allies 
that — in contrast to the doctrine of ex-US 
president Richard Nixon — the US will 
not only stay in Asia but will expand its 
forces as American national rearmament 
proceeds. The Nixon doctrine, Reagan 
administration officials said, was used as a 
cover for the retreat of American forces 
from Asia in the wake of the Vietnam war. 
Former president Jimmy Carter's indeci- 
sion on the withdrawal of American 
troops from South Korea reinforced the 
perception of the US as a declining Asian 
power. 

Weinberger's second pillar is Japan, 
which the administration insists must take 
on by the end of this decade security re- 
sponsibilities commensurate with its eco- 
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South Korea, the third pillar, gains 
praise from the Reagan administration for 
maintaining defence spending at 6% and 
recent official statements stress the need 
to encourage the trend towards South Ko- 
rea’s force modernisation with increased 
military sales credits. 

Measured military assistance to China, 
the fourth pillar, will be sought in an effort 
to pin Soviet military forces down on Chi- 
na’s northern border. But the political 
pay-offs of strategic cooperation with Chi- 
na have also been stressed in official state- 
ments. China, Ikle testified, “appears to 
have decided that containment of Soviet 
expansionism and the maintenance of a 
global balance of power depends for the 
foreseeable future on the viability of the 


US Marines go ashore in Cobra Gold 82: more vigilance. 


‘nomic power. Washington is obviously 


pleased with Prime Minister Zenko Suzu- 
ki’s pledge to defend the sea lanes up to a 
radius of 1,000 miles around the home is- 
lands. But the Pentagon is intensifying the 
pressure on Tokyo to raise its defence 
spending. 

In recent congressional testimony, the 
Under-Secretary of Defence for Policy, 
Fred Ikle, said that Japan would have to 
increase its defence spending to 1.3% of 
gross national product over the next six 
years to be able to “deal with only small- 
scale conflicts.” The defence guidance, 
however, calls upon Japan to fill much of 
the vacuum left if the US forces depart for 


the Indian Ocean and the Gulf. Japan can 


“no longer procrastinate,” Ikle told the se- 
nate hearings. 
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US military power and America's allian- 
ces throughout the world." 


ccording to Washington's thinking, 

Southeast Asia faces a two-fold threat 
of Vietnamese expansionism directed 
against Thailand and the Soviet naval 
threat to the lines of communication for 
US forces from the West Coast of the US 
through Japan, the Philippines and the 
Straits of Malacca to Diego Garcia in the 
Indian Ocean. The use of Vietnamese mil- 
itary facilities has permitted the Soviet 
Union to establish *a potential choking 
grip’ on sea lanes, Deputy Assistant 
Secretary of Defence Richard Armitage 
told a recent congressional hearing. Subic 
Bay and Clark Air Force Base in the 
Philippines have therefore become all 
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that much more important to the US. 

The guidance says that the US must 

“foster the strength and cohesion of 
[Asean] counter [to] Vietnamese expan- 
sionism while developing further the capa- 
city of member countries to support the 
projection of United States power from 
the Western Pacific to the Indian Ocean 
and . . . [the] Gulf.” This is the fifth pillar. 
The policy does not envisage Asean be- 
coming a formal multilateral military al- 
liance. Instead, the US wants to promote 
loose and informal regional cooperation 
similar to that existing under the Manila 
Pact, which links Thailand, the US and the 
Philippines, Anzus, linking Australia, 
New Zealand and the US, or the Five- 
Power Defence Arrangement which in- 
volves Malaysia, Singapore, Australia, 
New Zealand and Britain. 

"The pattern of defence cooperation in 
the region is that of multiple bilateral US 
relationships and regional arrangements 
in which our efforts play a supporting 
role," said Armitage. In a recent speech, 
National Security Adviser William Clark 
stressed the importance of increasing 





Weinberger: sales trip. 


security-related aid to lubricate this sort of 
informal alliance. The recent airlift of 155 
howitzers and accelerated delivery of M48 
tanks to Bangkok, together with the US- 
Thai military training exercise conde- 
named Cobra Gold '82 in southern Thai- 
land, from May 24-June 14, convey the 
message of heightened military vigilance 
to Vietnam. 

The sixth pillar, the"RDF; directed to- 
wards the Gulf, is to be reformed, accord- 
ing to the guidance, to ensure that the US 
can force its way into the region and not 
rely, as at present, on invitation by a 
friendly government. It will be reinforced 
to include five army divisions, two marine 
divisions and air wings, 10 air force tacti- 
cal-fighter wings and two B52 wings, plus 


three navy aircraft carriers. 
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As the government bails out a China-owned firm from 
a risky land deal, questions of propriety are raised 


By Philip Bowring and Mary Lee 
0: the same day that Britain regained 

control of the Falkland Islands, its 
government in Hongkong admitted to a 
deal with China which cast doubt on its 
ability to rule Hongkong either as it sees 
best, or in accordance with its announced 
principles of administration. 

The government has surrendered to 
pressure from Peking to use hundreds of 
millions of dollars of public money to bail 
Peking-owned China Resources out of an 
ill-advised speculative property venture 
— the 1,200-acre Tinshuiwai area in the 
New Territories. The sum is believed to be 
not less than HK$1.6 billion (US$275 mil- 
lion) and possibly HK$2 billion. The gov- 
ernment said publicly that negotiations 
are continuing. However, a top official 
confirmed that the negotiations have been 
completed. 

The government has been using its in- 
fluence on both 
broadcast and print 
media to play down 
the story, ostensibly 
because it could em- 
barrass China. In re- 
ality, it is more likely 
to embarrass the 
Hongkong Govern- . 
ment which, while 
not pretending to be a 
democratic one, does 
regard itself as ac- 
countable to the 
people of Hongkong. 
It is also accountable 
to London to ad- 
minister the territory 
according to long-es- 
tablished principles. 

Although Hong- 
kong — with or with- 
out the 1997 
question — exists 
under the goodwill of 
China, many believe that Britain’s position 
as the administering power will become un- 
tenable if it is blatantly pushed around by 
Peking in matters such as Tinshuiwai, 
hardly anissue which affects China's funda- 
mental interests, unless these are now 
taken to include the face of cadres who 
played capitalist games and lost. 

On its part, the leftwing press in Hong- 
kong has shown itself as sensitive as the 
government to the issue. The pro-Peking 
New Evening Post has described last 
week's report in the REVIEW (June 11) on 
Tinshuiwai as an attempt to pressure new 
Governor Sir Edward Youde *to adopt an 
anti-China position.” This is strong 


(Yuen Long Plain) 


.phraseology, usually reserved for suppor- 


ters of Taiwan, and indicates a determina- 
tion by the communists to have their way 





on Tinshuiwai regardless of the interests 
of Hongkong taxpayers or the principles 
involved. 

It is not clear why China seems so keen 
to make Hongkong pay for the follies of 
China Resources, except that it is more 
than willing to rake in the profits of 
capitalism but not bear the risks. Last 
year, the REVIEW warned of the dangers 
of rampant land speculation by Peking- 
controlled companies and banks going 
sour and creating problems between 
Hongkong and China (REVIEW, Mar. 13, 
'81 and Oct. 16, '81). This has now hap- 
pened. 

Meanwhile, Youde has faced an early 
test of his judgment. It is not clear how 
far Tinshuiwai was his decision (he took 
up his tenure as governor on May 20), or 
how far it was sold to him by advisers tak- 
ing advantage of his newness in the job. 
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He naturally wants to cement ties with 
China early in his governorship. But could 
an overly accommodating posture now 
create hideous problems later and com- 
promise the basis of good government? 

Prime Minister Margaret Thatcher, 
fresh from the Falklands victory, is due in 
Peking in September. She is unlikely to 
shirk the question of the future of Hong- 
kong. That is not just a question of dates, 
but of whether the existing administration 
will be permitted by China to run its affairs 
in the interests of the people of Hongkong 
and in accordance with British administra- 
tive principles. 

Tinshuiwai first came into the news in 
1978, when property magnate Li Ka- 
shings Cheung Kong Holdings and 
Wheelock Marden bought 52% of Lun 
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consisting mostly of fish ponds. The rest of 
Lun Tak, a local trust set up by the Chiu 
clan, was bought by Hongkong 
businessmen Clifford Wong and the con- 
struction firm George Wimpey. The re- 
maining 7% of Lun Tak was held by tem- 
ples or was untraceable. 

In October 1979, China Resources and 
Trafalgar Housing bought 80% of the 
Cheung Kong-Wheelock stake — givin 
Cheung Kong a profit of HK $200 million. 





- Subsequently, Wong and Wimpey sold 


out, leaving 93% of Lun Tak in the hands 
of a consortium, Mighty City, which is 
owned 51% by China Resources, 25% by 
Trafalgar, 12.5% by Cheung Kong and 
5% by Wheelock (REVIEW, Sept. 12, '80). 
On September 22, 1980, under a Sup- 
reme Court order, a public auction of the 
site was held to establish the value of the 
7% share of Lun Tak held by untraceable 
owners. The auction valued the whole 
1,200 acres at HK$600 million. | 
The land had thus been acquired by 
Mighty City through a series of private 
deals not involving the government and 
without any understanding about its fu- 
ture development, though Mighty City in- 


dicated that it had big plans for the site. As’ 


anything other than agricultural land, it 
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Lawyer, defend thyself 


Youde: an early test. 





would have been worth many times the 
HK$600 million figure. 

Although the administration was ini- 
tially favourable towards Mighty City de- 
tailed planning studies showed that a 
development of the size indicated did not 
mesh with other government plans. By 
early this year, rumours were already cir- 





The government seems determined to go ahead with a case 
against lawyers who protested against constitutional changes 


By K. Das 


Kuala Lumpur: The legal profession in 
Malaysia, which has in recent years en- 
joyed a reputation of being an important 
critic of governmental excesses, is about 
to land in the dock. Forty lawyers are ex- 
pected to appear in court on June 19 
charged with illegal assembly under the 
Police Act because on April 7 last year an 
estimated 200 of them stood outside par- 
liament in Kuala Lumpur to protest 
against amendments to the Societies Act 
and to the Constitution. It is understood 
that only 40 lawyers will be in the dock 
more than 14 months after the event be- 
cause others could not be identified by the 
police from photographs taken at the 
time. 

The amendments raised a controversy, 
with hundreds of registered societies from 
religious groups and merchant guilds to 
consumer and educational associations 
banding together to object to the changes 
proposed. The most controversial of the 
changes required every registered society 
in Malaysia to declare itself to be either a 
political or a non-political society 
(REVIEW, May 29, '81). The protest 
movement against the changes cut across 
racial, religious and class lines, and to 
some extent even political loyalties, but 
with rio great effect. 

The most dramatic protest, however, 
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was by lawyers who until the early 1970s 


had a reputation of being satisfied with: 


their lives in their clubs and the courts. 
While they objécted to the amendments to 
the Societies Act, their more important 
concern was the amendments to the Con- 
stitution which, according to the Bar 
Council of Malaya, would be “providing 
the government with unlimited powers to 
rule by decree, without any restraint being 
imposed on those powers.” 

The council memorandum which con- 
tained that warning ended with an even 
more provocative prophecy: “The danger 
of a police state being created by the pow- 
ers which the amendments are conferring 
is a real one,” The lawyers carrying copies 
of the memorandum were stopped outside 
parliament and only 11 of them, who had 
previously secured parliamentary passes, 
were allowed to proceed. 

Within parliament the eminent mem- 
bers of the bar, headed by the then presi- 
dent of the council, G. T. S. Sidhu, tried to 
distribute the four-page memorandum to 
MPs during a recess in the proceedings of 
the house, but with mixed success. Many 
MPs who accepted copies did not even 
bother to read them; others, including the 
then home minister, Tan Sri Ghazali» 
Shafie, refused to accept the memoran- 
dum. 
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from Mighty City because of fi- 
nancial strains on some of the 
consortium’s partners. It was 
believed in some quarters that 
these strains were probably 
due to speculative land-buying 
in addition to Mighty City’s 
purchases. 

The government has now 
confirmed that the initiative for 
the government to buy the land 
came from the consortium. It is 
not yet clear whether Hong- 
kong private interests in 
partnership with China Re- 
sources — including those who 
sold Tinshuiwai land to the con- 
sortium at a large profit — will 
benefit from the government's 
generous intervention. The 
government's stance makes no 
economic sense, Director of Lands John 
Todd said: “The reason for the resump- 
tion is that the government would not like 
to see such a huge project fall into the 
hands of private developers while the gov- 
ernment has to provide community 
facilities and infrastructure." He pre- 
sented the purchase as a saving, as though 


According to newspaper reports the 
lawyers at the entrance to parliament dis- 
tributed copies of the memorandum to 
passing motorists through the afternoon 
on April 7. But at 6:30 p.m., the Federal 
Reserve Unit, as the Malaysian riot squad 
is called, dispersed the lawyers. The 
charge of assembling illegally is expected 
to be challenged. by the lawyers and the 
prosecution will.be obliged to prove that 
there was an assembly. While on the face 
of it they were gathered in large numbers, 
some lawyers told the REVIEW it was a 
matter of individual conscience to protest 
against the amendments. The critical ar- 
gument is thus expected to resolve around 
the question of what exactly is an illegal 
assembly. . 


wo factors may prove significant: the 
lawyers, it is reported, had asked for a 
police permit to gather before parliament. 
The permit was denied but they gathered 
all the same. Also, it seems they had origi- 
nally planned to go to parliament on April 
8, the day on which the debate on the 
amendments was to begin. But when they 
learned that the police had got wind of the 
plans and would be there in force, they ap- 
parently moved their plans forward a day. 
Many lawyers expressed surprise that 
arrest warrants had been issued more than 
13 months after the incident. They had ex- 
pected the whole episode to be submerged 
in the good rapport between the bar coun- 
cil and the new government led by Prime 
Minister Datuk Seri Mahathir Mohamad. 
The prime minister had attended the an- 
nual bar dinner in February and suggested 
that lawyers work closely with the govern- 
ment. The Deputy Prime Minister and 
Home Minister, Datuk Musa Hitam, had 
been even more effusive in his praise of 


JUNE 18, 1982 e FAR EASTERN ECONOMIC REVIEW 





he KBLYE on irum 7 for the Tegislativ 
1 Wee in autonomous regions nir 












I. munity. 
yave | moi imbudies and military repri- | 
ionist | sals have left many Muslim areas in an un: |: men t bet Wee : ' 
happy state öf military stand-off and | the MNLF exist more in form that 
-economic stagnation. Muslim rebels who | stance. 
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: | gs one of | the MNLF' bastions. 


the past and, if e are not éátéfal, oh 
are afraid they will be cheated again." 
According to the Tripoli agreement, 
signed in December 1976, Muslim au- 
tonomy was to be established in the south 
within the context 
sovereignty. Foreign policy and national 
defence would remain under Manila's 
purview, but the region could organise its 


own administrative, economic and finan-- 


cial system as well as have its own special 
regional security force. The details of how 
these arrangements would relate to the 
central government in Manila were left for 
further discussion. The immediate effect 
of the accord was a short-lived ceasefire in 
1977 between government forces and the 
MNLF. 

But it was not until mid-1979 that the 
autonomous system was fully unveiled. 
Although the government insists that re- 
gional autonomy as structured fulfils both 
the letter and the spirit of the Tripoli 
agreement, some describe it in exactly op- 
posite terms. “The whole purpose of set- 
ting it up," complained a labour leader, 
"was to sabotage the Tripoli set-up." 
When formalised by presidential decree, 
the autonomous area was split into two re- 
gions, Western and Central Mindanao. 
Although a referendum held in April 1977 
showed an improbable 98% in favour of 
maintaining 
gions, the government came under pres- 
sure to merge them. 


n a parliamentary bill signed into law 

by President Ferdinand Marcos five days 
before the June 7 poll, the two autono- 
. mous administrative systems were 
merged. The move, sources said, fulfilled 
a promise Marcos made to the late king 
Khaled of Saudi Arabia during his state 
visit to the desert kingdom in March. Thus 
the two main organs — the legislative as- 
sembly and the executive council — of the 
two regions are to be merged. 

But that will not overcome other de- 
ficiencies. To begin with, five of the 21 as- 
sembly members are appointed by Marcos 
and so are all the executive council mem- 
bers. The powers of the two bodies are so 
limited as to make them subservient to the 
central government. “If they are going to 
be useful at all," said opposition politician 
and Zamboanga mayor Cesar Climaco, 
"their powers have to come from the na- 
tional government. Marcos never gave 
them those powers." Another frequently 
heard criticism is that their powers overlap 
those of provincial and municipal. au- 
thorities, further weakening their legisla- 
tive ability. 

The voting procedures have also 
aroused new doubts, particularly follow- 
ing the discovery during last year's presi- 
dential election of blatant ballot-tamper- 
ing within Zamboanga itself. Although 
there was no evidence of direct manipula- 
tion during the June 7 poll (Climaco's op- 
position party, the Concerned Citizens 
Aggrupation — CCA — overwhelmingly 
beat the KBL in Zamboanga), some glar- 
ing inconsistencies came to light in Sulu 
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Two days after polling closed, no results 
had been received from five of the 17 
municipalities in the province, with three 
reporting less than 1,000 votes, all from 
reportedly MNLF strongholds. In two 
places, votes tallied out-numbered regis- 
tered voters by 47% and 33%. And in 
three municipalities having a. strong 
MNLF presence, the opposition CCA re- 
ceived not even one vote. 

Although the scale of fighting between 
the armed forces and Moro guerillas has 
gone down, regular skirmishes do occur, 
particularly in Basilan Sulu and Tawi- 
Tawi provinces. More important, it ap- 
pears that the MNLF still controls large 
tracts on Sulu island and more limited 
areas of Basilan. 

The movements of MNLF followers 
throughout the islands continue to be re- 
latively unhindered, especially along the 
historical trade routes to Malaysia and to 
the Malaysian state of Sabah. Large scale 
smuggling on these routes continues and 
finances a portion of MNLF weapons pur- 
chases. Foreign funding of new hardware 


Climaco: powers withheld! 


for the MNLF appears to have diminished 
and has become a bone of contention 
among supporters of MNLF chairman 
Nur Misuari. There are reports that Mis- 
uari of late has been unable to deliver 
promised funds to the men in the field. 
Since the Pata island massacre early last 
year when clashes between MNLF forces 
and. the army resulted in government 
troops killing a quarter of the island’s civi- 
lian population, military policy has be- 
come more staid. “As long as the MNLF 
members live peacefully, the army will 
leave them alone,” said one ranking gen- 
eral. 
The new commander of the Ist Infantry 
(Tabak) Division on Sulu island, Brig.- 
Gen. Mariano Miranda, said during his in- 
stallation speech in April that he would 
judge troop performance not by the 
number of MNLF guerillas killed or the 
number of weapons retrieved, but by the 
number of friends made. Given the ex- 


_ perience on Pata island, the change in at- 


titude — if sincere — comes none too 
soon. As one community leader on Sulu 
explained. “Once the MNLF ambushes, 
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then the troops go in aid shel the Ule 


area. The MNLF are gone bythenandthe — 

only ones who get hurt are the farmers." — 
However, the strength of armed forces 

indicates that the government must as- 


sume the MNLF remain well armed, de- 


spite public claims that the army has effec- 
tively cut off weapons supply to the gueril- 
las. One confirmed source of MNLF 
weaponry is the army itself. But the most 
important sources of both MNLF wea- 
pons and training are long-established - 


camps in Sabah. MNLF sources who re- = 


cently returned from Jampiras, a settle- 
ment north of Sandakan, claimed there 
were 3,000 armed MNLF guerillas there. 
Misuari himself, it is claimed by these 
sources and the Sulu governor’s office, 

travelled to Jampiras four times last year, - 
but was unable to enter the Philippines. 


Malaysia has persistently denied that = 


MNLF training camps exist in Sabah. 


Various MNLF training squads have E 


come from Jampiras — most recently, 
claim MNLF sources, a new group called 
OCSA (Operation Commander Sapata, 
named after a 1976 hijacker of a domestic 
fight who was killed in Zamboanga). 


pos weapons purchases by the MNLF | 
are normally financed from smuggling | 
operations, such as imports of Malaysian 
cigarettes (occasionally seen in Philippine 


army barracks) and exports of locally pro- i 4 


duced rubber. Reports say that of one 
3,000-hectare plantation on Basilan is- 
land, fully 500 hectares are in effect har- 
vested by the MNLF and sold through the 
Zamboanga market. But if the MNLF can 
still secure sufficient arms, it has decided 
to lie relatively low for the moment, try- 
ing to patch up its not insignificant 
internal squabbles (REVIEW, May 28). 
One reason for the continuing splits and 
disruptions in communications between 
rebel units is the reduction in numbers 
brought on by guerillas surrendering to 
the government. 

Although official estimates of the total 
number of MNLF returnees reach 30- 
40,000; military officers who have fol- 
lowed the struggle since its onset said the 
figure was closer to 10,000. Whatever the 
total, those who have gone over to the 
government have on the whole been criti- 
cised by both Muslim and other communi- 
ties. “They are a pitiful sight,” said one 
government official. Most are accused of 
joining hands with the government for 
personal and financial gain. 

While one result of the rebellion may 
have been the increase in the number of 
Muslims, including the returnees, in 


higher government positions, it has not fo- 


cused attention on the economic develop- 
ment which the Muslim communities de- 
sperately require. Commander of the 
Southern Command Maj.-Gen. Delfin 
Castro, often considered one of the tough- 
est commanders in dealing with the 
MNLF, agreed. “What we really do need 
is economic development," he told the 
REVIEW. "That's what our real mission 
should emphasise ... . but the government 
has no resources to push development suf- 
ficiently.” B 
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E The full impact of a long-running bribery scandal 
1 cgi to be felt in the corridors of power 


Aaye: Lockheed bribery trial will have 
|». much more political impact than earlier 
= verdicts, making Prime Minister Zenko 
yk ~ Suzuki's position less secure. But any 
. damage to the fortunes of Japan's 
= strongest politician, former prime minis- 
AES ter Kakuei Tanaka, will materialise 
de - slowly, and Tanaka's influence is likely to 
- remain pervasive for some time. 
= — On June 8 the Tokyo district court 
- found Tomisaburo Hashimoto, former 
(transport minister, and Takayuki Sato, 
. ex-parliamentary vice-minister of the 
- same ministry, guilty of illegally receiving 
- 3X5 million (US$20,833) and X3 million 
x . respectively to promote sales of Lockheed 
aircraft in Japan in the early 1970s. The 
. American aircraft maker is alleged to have 


| ia spent about US$12 million lobbying to sell | 


— its jets in Japan. 


E hard labour, but his sentence was sus- 
E «ended and he was placed on probation 
—. for three years, and fined ¥3 million. Sato 
= was given a two-year suspended sentence 
and fined ¥2 million, Both men denied 
= the charges and said they would appeal. 
. . Since the bribery scandal first surfaced 
in February 1976, 16 people have been in- 
_ dicted in.connection with the case and 10 
Neu. have been convicted. Six men are still on 
E - trial, including Tanaka. Late last year 
— . (REVIEW, Nov. 13, '81) two defendants 
| E with indirect ties to Tanaka and other rul- 
A pine party politicians were found guilty of 
= perjury and violation of foreign- exchange 
a . control laws. At that time some analysts 
= à suggested the guilty verdicts meant the 
cm p aowntall of Tanaka, who was prime minis- 
. ter from 1972 until he was forced to resign 
B. in November 1974 when he wa’ accused of 
he . . funnelling campaign funds into his per- 
sonal accounts. 

—— However, the 64-year-old former con- 
. struction company owner weathered the 
convictions of these two with the same 
dogged tenacity that long ago earned him 
T E the nickname *computerised bulldozer." 

. With 109 formal members and at least a 
dozen pro-Tanaka independents, his fac- 


— tion remains the. largest and most power- 


b ful within the ruling Liberal Democratic 
Party (LDP). 
2 a Last week’s verdicts, though, marked 


a the first time that senior politicians — 
| oa both Hashimoto and Sato were political 
 appointees and Sato still holds a lower- 
E house seat — have been found guilty in the 
-. Lockheed case. Previous defendants had 
=  . been businessmen, personal secretaries or 
p he -so-called fixers. Prosecutors thus forged a 
direct link between those on trial and the 
“ADP. 55. | 
l E. Es Even those who have not followed the 
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ps _ Hashimoto was sentenced to 30 months’ | 




































Lockheed labyrinth closely understand 
that the ruling party has been wallet-deep 
in the scandal from the start. But, like so 
many other things in Japan, until the form 
— in this case, the legal verdict — became 
one with the content — what everybody 
had known for a long time — the political 
connection was only tacitly acknow- 
ledged. Now it is out in the open. 
Conversely, because both public opin- 
ion and insiders expected guilty verdicts, 
the effects had been discounted, except by 
the Japanese press. The Tanaka faction 
has even moved over to the attack in what 
one political analyst calls “typical Tanaka 


tactics — trying to seize the high ground." 


Hashimoto: significant verdict. 


Faction members have taken off the 
gloves and let opposition parties know 
that if they decide to make Lockheed a big 
issue in the current extension of the Diet 
session, Tanaka’s supporters will dredge 
up possibly embarrassing information 
about opposition politicians. 


Ithough the legal outcome was antici- 
pated by Suzuki and his faction, it 
came at a time when a growing number of 
LDP members of expressing dissatisfac- 
tion with his stewardship.. 
Trying to undercut the prime minister, 


Takeo Fukuda and another former pre- 


mier, Takeo Miki, recently joined forces, 
calling for a new parliamentary committee 
aimed at raising the ethical level of Japan- 
ese politics. This effort is aimed at smok- 
ing out the key figure in the current politi- 

cal turbulence — Susumu Nikaido, LDP 
secretary-general and a longtime Tanaka 
supporter. The Fukuda-Miki manoeuvre 


coincides with requests from all five op- 
| posea paes that Nikaido be sum- 
















i chirped “Oy” Prüsecutons- kae 
a lacked sufficient evidence. ) 

Nikaido is the key figure because he 
represents Tanaka's influence over 
Suzuki. A common but unconfirmed poli- 
tical rumour these days is that Tanaka has 


_ privately indicated he wants Suzuki to step 
_ down as prime minister and party presi- 


dent in the autumn of 1983, a year after 
the LDP's scheduled presidential elec- 
tion. Suzuki was said to be furious when 
he heard the report, preferring to win and 
keep another two-year term as nominal 
party head in this November's ballot. 

Regardless of its accuracy, the rumour 

underlines the general impression that 
Suzuki remains in office at Tanaka’s plea- 
sure. Another indication is that, despite 
the Lockheed shadow hanging over him, 
Nikaido was appointed to the chief party 
post by Suzuki. Thus when Fukuda and 
Miki seek to form an ethics committee, 
they are actually trying to limit Tanaka's - 
influence over the incumbent office- 
holder. 

As long as Suzuki keeps Tanaka's sup- 
port, he will stay in office. Many political 
observers estimate Suzuki's chances of 
surviving the current challenge from 
within the party and by the opposition as 


- good. One reason for the short odds is that 


it now appears less likely that Nikaido 
would be questioned by the Diet about 
Lockheed. 

However, in order to balance the un- 
easy factional coalition supporting him, 
Suzuki must manage to shepherd an 
upper-house election reform bill through 
the current extended session of the Diet. 
Primarily engineered by the Tanaka fac- 
tion, but also supported by the Socialist 
Party, the election reform bill in the Diet 
extension does at least three things. First, 
it provides a major issue for the politicians 
to focus on, besides Lockheed; secondly, 
it offers Suzuki an opportunity to win a po- 
litical badge which he can wear to the 
party presidential elections in November 
and lastly, its practical effect is that by vot- 
ing for the upper house on the basis of 
party presidential elections in November, 
and, lastly, its practical effect is that by 
voting for the upper house on the basis of 
paign costs. 

As for Tanaka, the kingmaker's own 
trial verdict remains uncertain. | His 
backers do not believe it will be issued 
until the autumn of 1983, due to the delay- 
ing tactics his defence lawyers have used. 
Other observers suggest a decision could 
come as early as the spring of next year. 
Whenever it comes, Japanese politics will 
then enter an even more unsettled stage 
than the current one of infighting. 

Tanaka's influénce is based on money, 
the sheer size of his faction and its mem- 
bers' proven capability to deliver when re- 
quested. None of those factors is likely to 
change soon. If that continues to hold 
true, Japanese politics will continue to be 
curiously dominated by an independent 
politician whose main claims to power are 


his record png his competence. FRISS 
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BIENVENUE! 
THE FRENCH ART OF LIVING HAS 
COME TO HONG KONG. 


The new Regal Meridien in Kowloon is now In July the Regal Meridien will be joined 
open. by its sister hotel, the Hotel Regal Meridien 

It embodies a distinct French accent in decor, Airport, which will be linked to Kai Tak Airport by 
in cuisine, in ambience and in the impeccable air-conditioned walkway. 
standard of service. The new Regal Meridien, and soon the 

Everywhere in our hotel you will find subtle Hotel Regal Meridien Airport. Two very different 
French touches, from antique tapestry and period new hotels, but with the same Meridien welcome. 
furniture to the delights of the Restaurant de France Bienvenue! 
and the personal care of true concierge service. 


p^ HOTELS REGAL 
uu, MERIDIEN 
HONG KONG 


LES HOTELS DAIR FRANCE 


For any information or reservation see your Travel Agent or Air France ticket office or in Hong Kong. contact 
Hotels Regal Meridien Hong Kong. Mody Road, Kowloon, Hong Kong. Tel: 3-7221818. Telex: 40955. Cable: HOMRO HX. 
There are 40 Meridien Hotels worldwide, including the Pacific Meridien Tokyo, and two more will open soon in Singapore. 
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Mandarins on the make 
Economic crime has reached epidemic proportions in China, 
threatening the country's open-door policy 


By David Bonavia 

Peking: Shortly before the May Day festi- 
val this year, Chinese with foreign ac- 
quaintances were doing a most unusual 
thing: they were running to foreigners 
with fists full of waihui, the beautifully 
printed foreign-exchange certificates 
which only foreigners and Chinese citizens 
with overseas connections are legally per- 
mitted to own. Instead of wanting to 
change renminbi — ordinary Chinese cur- 
rency — for waihui, as happens in normal 
times, people illegally holding certificates 
were anxious to redeem them. Rumours 
were rife that they were to be withdrawn 
from circulation and only those who could 
prove they were entitled to use them 
would be able to change them back. 

In the event, the rumours proved to be 
unfounded. Rueful Chinese concluded 
that they had been *had" — suspecting the 
government of starting the rumours to call 
in waihui from unauthorised holders. 
More likely, some black-market operators 
started the thé Same thing happened 
last year DEN order to increase their own 
holdings at discount rates. 

This ironical little episode indicates how 
pervasive the violation of economic laws 
and regulations has become in China since 
the country adopted its current open-door 
policy towards the outside world. By the 
standards of many countries, China's door 
is still only just ajar and recent restrictions 
on contact between foreigners and local 
people threaten to close it to the merest 
crack. 

Nonetheless, the bureaucrats who con- 
trol — or, rather, obstruct — the most 
harmless exchanges are convinced that 
- China is being contaminated by bourgeois 
influences from Hongkong and the West. 
And some bureaucrats ignore the fact that 
it takes two to make a contamination, and 
that if the pollutant growth comes from 
outside the country, it is still flourishing in 
Chinese soil. 

Certainly, economic crime involving 
goods and money from outside China is 
most rampant in the province of 
Guangdong, adjacent to Hongkong and 
Macau. And Fujian province carries on a 
brisk illegal trade with Taiwan, mainly 
through the medium of fishing vessels car- 
rying contraband to discreet rendezvous 
 inthe Taiwan Strait. 

Even border guards in Yunnan pro- 
vince have been seduced by smuggled con- 
sumer goods from Burma. Tibet's silver 
and turquoise antiques are being siphoned 
off to Nepal for sale to tourists, or sold to 
foreigners on the streets of Lhasa by 
people so poor that they barely recognise 
à Rmb 10 (US$5.39) note. And drugs, 
pH and rare medicines pass through the 

usy port of Shanghai. 
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But smuggling and  black-market 
foreign exchange are not the only forms of 
economic crime, which is sweeping the 
country in a great wave, nor are they, ar- 
guably, the most damaging. Some officials 
in Guangdong have actually been arguing 
that smuggling is good for China, because 
it supplies the people with consumer 
goods they would not otherwise enjoy. 

Needless to say, the party-controlled 
media have stamped hard on this idea. But 
it is one that has its theoretical and practi- 
cal counterparts in many countries. The 
need to smuggle at all may indicate an irra- 
tionally organised economy, just as the 
need to bribe is the sign of a bureaucracy 
which is as inefficient as it is dishonest. 





Cars in China: opportunities for graft. 


Bribery and corruption on the domestic 
front are probably much more damaging 
to China's economic law and order than a 
little smuggling. The black market in 


waihui is only the tip of a huge iceberg of. 


economic crime and graft, which is dis- 
cussed with increasing frequency both in 
the press and among officials and private 
citizens. 


conomic crime is not a feature of coastal 


areas and big ports of entry only. A . 


recent report from distant Ningxia Hui 
Autonomous Region noted: “Some 
people say there is no problem here be- 
cause we are not a coastal city. But this is 
not so." 

Bribery and speculation are now so pre- 
valent in China that they have become a 
live political issue, which the communist 
party says will be a matter of life and death 
for the socialist cause and even the party 
itself. It is not only individuals who are in- 
volved, but whole production brigades, 
factories and administrative bureaux. 

The opportunities for economic crime 
abound in the amazing bureaucratic 
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even the armed forces. To cope with mal- — 
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feasance, the authorities increasingly im- 


pose ad hoc rules and regulations, which 
in themselves become graft targets. 

The politics surrounding this problem 
are familiar — they concern the century- 
old debate about China’s ability to reform 
and modernise itself autonomously, ver- 
sus the argument that it must accept much 
of the Wests social and political 
frameworks such as parliamentary demo- 
cracy, a free press and a liberal economic 
system. 

The present compromise between 
democracy and centralism is an uneasy 
one, not effective enough to prevent 
abuse of power and position and not free 
enough to make people satisfied with an 
honest and above-board way of life. 

The most obviously harmful effect of 
economic crime is that it may result in bad 
decisions with regard to the import of 
technology. If cadres dealing with for- 
eigners will sign contracts in exchange for 
blue movies, electronic goods, cars or 
even money, they may overlook the 
merits of the product offered by a foreign 


company which does not bribe or does not 
bribe enough. 

Although private ownership of cars is 
very rare, in practice a department head 
can be bribed with one if it belongs to his 
unit but will be used mainly by him. 
Where, for instance, did the elderly cadre 
get the bright red Buick Apollo in which 
he glides into the Posts and Telecommuni- 
cations Department in Peking for confer- 
ences? 

Gifts can be made in the form of so- 
called samples for testing new products. 
Mao Zedong's widow Jiang Qing and 
another member of the imprisoned Gang 
of Four, Wang Hongwen, were strongly 
attacked for this after the downfall of the 
gang. Clothing and watches are especially 
sought-after goods in this form of graft. 

Internal economic policies since the 
death of Mao have tended to open the 
door to corrupt practices which most 
people were too frightened to indulge in 
during his lifetime. The economic liberali- 
sation of the past five years has given in- 


dustrial and commercial enterprises more — 


responsibility for their own profits and 
23 
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losses, their obligations to the state being | 


-fulfilled mainly by the meeting of produc- 
tion quotas and payment of. 


rofits tax. 
Previously the state supplied plant and 
raw materials, and most of the enterprises’ 





-profits after tax were used to improve wel- 


fare facilities for workers and staff. Now 
the enterprise can buy its own new equip- 
ment. direct from the producer or from 


abroad, with the aim of boosting output 


and collecting more profits. So the enter- 
prise manager has become a target for 
promotion of other enterprises’ products. 
This clearly opens the door to graft. 

The manager benefits mainly through 
new perks which do not show up as ac- 
countable income. He may have sole use 
of an enterprise-owned car, divert build- 
ing materials to improve his housing, or 
enjoy straight bribes of fresh foodstuffs, 


furniture, wines, rare medicines and tradi- 


tional Chinese tonics for increased virility. 

The workers (if the manager is intelli- 
gent) benefit through purchase of a 
minibus for excursions and factory busi- 
ness, a new recreation hall and baths and 
a better-equipped clinic. Few workers 
would be bold enough to object to the fact 
that the manager is also doing very nicely. 
With the party, the trade union committee 
and possibly the workers' congress behind 
him, a manager can blight a worker's pros- 
pects by delaying progress up the graded 
wage-scale or deviously interfering with 
his or her access to housing and other 
privileged amenities. 

The manager's powers are nowadays 


enhanced by the high rate of unemploy- | 
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ment and by the recently granted power to 


sack recalcitrant workers. Like British 
printers’ and dockers’ unions, Chinese in- 
dustrial enterprises. have become largely 
hereditary social units, where an outsider 
is unlikely to be'given a job for which the 
Offspring of veteran workers have applied. 


A the provincial level, protectionism 
has appeared. to a disturbing extent, 
prompting the State Council — or govern- 
ment — to pronounce it a crime or at least 
a misdemeanour. Provincial authorities 
have been told to stop immediately the 
practice of raising administrative barriers 
to the sale of products made in other pro- 
vinces and competitive with the goods 
turned out in their own factories. 

Illegal or quasi-legal use of foreign ex- 
change for internal transactions in China 
has begun to occur: a factory may demand 
to be paid for its product at least partly in 
foreign exchange because it has recently 
installed imported plant or bought mate- 
rials and parts abroad. 

The decentralisation of much import- 
export business has often been deleterious 
to coordination of foreign trade and is ob- 
viously an invitation to corruption. The 
old image of a highly centralised, highly 
motivated bureaucracy, dealing on terms 
of justice and equality with foreign com- 
panies of good standing, nowadays looks 
merely quaint. 

Foreign business people have become 
cynical and wary of being caught out by 
new regulations which Chinese organisa- 
tions routinely pull out of their hats to 


The cracked mirror 


Thailand’s so-called fig-leaf democracy falters in its 
latest test — and the military is becoming restive 


By John McBeth 


Bangkok: The outcome of the recent no- 
confidence motion against the administra- 
tion of Thai Prime Minister Prem Tin- 
sulanond has apparently reinforced the 
conviction of the military and other in- 
fluential elements that a coalition govern- 
ment as presently structured is not work- 
ing. It has also fuelled a growing belief, 
even among elected MPs, that four years 
of what has become popularly known as 
fig-leaf democracy has failed to instil an 
acceptable level of maturity in Thai poli- 
tics. It is already abundantly clear that 
developments of considerable significance 
are in the air for the latter half of the 
year. : 

Observers considered that the most tell- 
ing revelation to emerge from the no-con- 
fidence vote targeted against 24 cabinet 
ministers in eight different ministries was 
the lack of unity among the three major 
parties which form the backbone of the 
ruling coalition — Chart Thai, the Social 
Action Party (SAP) and the Democrat 
Party. 
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Prachakorn Thai (Thai Citizen) Party 
leader Samak Sundaravej, who directed 
the opposition strategy, said he explained 
to the government beforehand that all he 
wanted to do was hold up a mirror to allow 
the administration to look at itself, not to 
use it as a weapon to smash over Prem's 
head. But even Samak appeared surprised 
at the way the coalition partners used the 
secret ballot to stab each otherin the back. 
“This was a time for revenge,” he told the 
REVIEW, “The mirror was held upand we 
saw the dirt. When we cleaned off the dirt, 
we could see the crack." 

From what could be determined from 
the pattern of voting, neither Chart Thai 
nor SAP MPs voted for each other's minis- 
ters, and there were strong indications 
that some Democrats cast their ballots 
against their own cabinet members. It was 
also apparent that a number of senators — 
who are all appointed — joined the oppo- 
sition in certain cases, particularly those 
involving Democrat ministers who took 
the brunt of criticism. Gs 
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weight the profits of a contract in their 
own direction. 

The half-heartedness of the economic 
reform, and the risks it entails such as dis- 
organisation and duplication of effort, do 
not give full play to the Chinese people's 
natural talent for commerce. It is awe- 
some to think how powerful China might 
be if it had had a more pragmatic 
economic system. 

The waihui phenomenon is a good 
example of China's seeming inability to 
learn from the mistakes of other coun- 
tries. When waihui was introduced in 
1979, it was widely predicted by people 


Samak, a former Democrat whose rela- 
tions with his former party are testy at 
best, took the view that any minister who 
received less than 112 no-confidence votes 
— the number of opposition MPs present 
for the balloting — could be considered to 
have passed the test. On that score, only 
Communications Minister Amorn 
Sirigaya survived censure, no doubt be- 
cause of his all-round popularity and the 
fact that he refrained from the sort of © 
time-consuming reply favoured by other 
ministers which eventually led to a walk- 
out by opposition MPs. 


he heaviest dissenting votes were cast 
against Deputy Communications Minis- 
ter Veera Musikapong and Deputy Interior 
Minister Banyat Bantadtan, Democrats 
from the party’s southern wing who re- 
ceived 171 and 170 no-confidence votes 
respectively. Party leader Pichai Rattakul 
told the REVIEW he was able to pinpoint 
two or three Democrat MPs who crossed 
over, mainly because of well-known per- 
sonal conflicts within Thailand’s oldest 
political grouping, and counted what he 
thought were seven or eight ‘dissenters 
from the ranks of the senate. ti 
But that would still leave well over 40 
votes coming from other government MPs 
in what Pichai saw as an attempt by elec- 
tion-conscious coalition- partners to em- 
barrass the Democrats in the south where 
they have traditionally: enjoyed strong 
support.. While that thinking can clearly 
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who know something about Eastern 
Europe that it would merely result in the 
existence of two black markets in foreign 
exchange instead of just one. Now a 
beauty spot such as Guilin has been 
rendered hideous by the touting for 
waihui on the very steps of major hotels. 

The absurdity of the situation is glimp- 
sed at provincial railway stations, where 
the ticket clerk may refuse to accept 
renminbi from a foreigner (who is anyway 
paying double the standard fare for 
Chinese citizens), but give change in ren- 
minbi on the grounds that there is not 
enough waihui in the drawer to make 
change. Similarly, Peking taxi drivers can 
hoard huge amounts of waihui by accept- 
ing either currency, and diverting some of 
the waihui to their own pockets when 
handing over their takings to the cashier. 

As in the Soviet Union, the existence of 
currency certificates leads to social 
stratification and privilege. People living 
in big cities can get their hands on waihui 
while people in other places cannot. 

The situation is made still more compli- 
cated by the fact that foreigners employed 
by the Chinese Government as language 
teachers, proof-readers and technical ex- 
perts are usually paid partly in renminbi 
and partly in waihui. They need special 
cards enabling them to pay in renminbi at 
Friendship Stores and other amenities for 
foreigners. Meanwhile, an Overseas 
Chinese may be stopped at the door of the 
store and ordered to prove his or her iden- 
tity. Chinese citizens who have the neces- 
Sary savings can ask foreign acquaintances 
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to’ buy them luxury goods in the 
Friendship Store. 

The seepage of foreign currency into 
the economy through waihui does not 
create an intolerable level of inflation; but 
it brings the system into disrepute. It 
creates loopholes by which the state plan 
for marketing or import of consumer 
goods is distorted. 

Violation of the most basic economic 
law — state or collective ownership of all 
land — has been practised recently on the 
territory of the near-defunct people's 
communes, where peasants have been 
buying and selling land allocated to them 
to use, but not to own, by the local au- 
thorities. Even rural usury at ruinous rates 
of interest has reappeared. 

The recent setting up- of. economic 
courts and the stiffening of penalties for 
economic crime may reduce its incidence 
somewhat. But in the absence of a civil 
code — currently being drafted — the 
state is inclined to treat as crimes actions 
which in other countries would be treated 
as technical infringements. This encour- 
ages the attitude that "everyone else is 
doing it, why not me?" And it is true that 
the main sanctions are still imposition of 
fines and. verbal rebukes rather than dis- 
missal or imprisonment. Only the most 
flagrant cases earn jail terms, and the 
death penalty is rarely invoked. 

This is as it should be, since the state it- 
self is the prime culprit: it creates 
economic situations in which breaking the 
law is the only way many people can earn a 


. decent living. ig 
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not be discounted, some politicians be- 
lieve Veera’s unpopularity in particular 
stemmed from his handling of a truckers’ 
strike in northern Thailand several 
months ago, which prompted army com- 
mander heir-apparent Gen. Arthit Kam- 
lang-ek to describe certain unnamed 
ministers as little more than “decorative 
flowers.” 

=- A no-confidence vote by at least 263 
parliamentarians, or half the combined 
301-man House of Representatives and 
the 225-man senate, would have been re- 
quired to force a cabinet minister to re- 
sign. 

Another who did not fare well was 
Agriculture Minister Chuan Leekpai, a 
third southern Democrat who finished 
sixth on the no-confidence list behind 
Veera, Banyat, Deputy Communications 
Minister. Montri Pongpanich (SAP), Fi- 
nance Minister Sommai Hoontrakul and 
his deputy, Paichit Uathavikul. Chuan 
came in for considerable criticism during 
the two-day debate, taking his share of the 
blame among other things for the failure 
of the govérnment's rice price stabilisation 
programme. He also did not endear him- 
self to the opposition by speaking for 75 
minutes. 

What has not gone unnoticed is that 
Chuan, Banyat and Veera are regarded as 
the favoured “sons” of southern-born 
Prem and that both Sommai and Paichit 
are the prime minister's appointees and 
instilled with a lot more trust than most. 
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As one insider put it: “Prem considers 
Paichit to be one of his best ministers. It is 
also no secret that during cabinet meet- 
ings, he is always turning to Chuan to ask 
for his opinion." While the vote cannot be 
taken as an indirect attack on the premier 
himself, it has tended to reflect the 
jealousies and conflicts which continue to 
rack Thai politics and which are looked on 
with deep disfavour by the military. 

For Kanin Boonsuwan, a new-breed, 
35-year-old MP from the eastern seaboard 
of Chon Buri, the outcome only tended to 
justify his resignation last December from 
SAP over the party's decision to rejoin the 
coalition. Although he has still not ruled 
out a return to the SAP, Kanin was re- 


sponsible for preparing a succinct three- 


page summary of charges against the gov- 
ernment which guided the opposition of- 
fensive and drew warm praise from 
Samak. 

As he sees it, there is too much em- 
phasis among the coalition parties on se- 
curing an interest in the 1983 elections, 
and not enough on staying outside the cir- 
cle of power and making sincere efforts to 
strengthen their own structures. “Even 
the coalition parties see each other as 
enemies," he pointed out in an interview 
several days after the debate. *If the vote 
was open, they could not have done it 
[abstained or voted against each other]. 
But the fact that a secret ballot was pro- 
posed allowed them to stab each other in 
the back." IT 
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The Furama side of the = 
harbour is right in the heart of 
the Central business district, 
only steps away from 
international banks and 
corporations. 


The other side isn’t. 
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Hotel Furama Inter : Continental, 
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The Karenni connection 


- Opium overlord Khun Sa could be committing political suicide by 
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helping Burmese communists link up with their Thai comrades 


By A Correspondent — 
y using a Karenni splinter group as a 
stepping-stone in Bürma's Kayah 
state, the Burmese Communist Party 
(BCP) is hoping to establish a direct link 
with insurgents from the Communist 
Party of Thailand (CPT) who are operat- 
ing around Mae Sariang, near the Thai- 
Burmese border. ES 
The REVIEW obtained a communique 
issued by this pro-communist Karenni 
group, led by Than Nyunt. The written 
statement, dated July 28, 1981, declared 
that the goal of the Karenni People's Unit- 
ed Liberation Front is to be "the avant- 
garde of the Karenni people . . . We will 


march forward towards people's demo-. 
— cracy and, eventually, communism. We do 


not aim to form a separate state, indepen- 
dent from Burma, but to obtain autonomy 
within the union .. We are opposed to 
Soviet social imperialism and United 


States capitalist imperialism [and] we have 


agreed to obey the leadership of the BCP, 
explicitly and completely.” 

An eight-point programme warns 
counter-revolutionaries ^ against col- 
laborating with the enemy and tells monks 
to practise their Buddhist religion and not 
get involved in politics. Sources said that 


. Than Nyunt, who had 11 followers when 


he left Panghsang in November, now has 
70 soldiers. However, about 60 of them 
are communist soldiers sent from Pan- 
ghsang, the BCP’s headquarters. The 
sources said that 30 communist soldiers 
have been posted in the Mae Sariang area 
with the CPT forces there. 

— To establish these supply lines, vital for 
the CPT, it appears that the BCP has re- 
ceived assistance from Khun Sa’s Shan 
United Army (SUA), which was forced 
out of Thailand in January (REVIEW, Feb. 
19). The most pressing problem for the 
BCP is to find a secure place where its 
troops can cross the Salween and continue 
down to the Thai border. There are sev- 
eral crossing-points along the river, and 
all of them run through various areas 
where insurgent groups are active. 

» Ta Hopong in the east is run by the 
Shan State Army (SSA), the main 
nationalist group among the Shans which, 
during its second congress in August last 
year, decided to cut all relations with the 
BCP. =: 

» Ta Hwe Kha which leads to the bor- 
der crossing controlled by former Chinese 
nationalist forces at Mae Aw northwest of 
Mae Hong Son. 

> Ta Tawmaw to the south which is run 
by the non-communist Karenni National 
Progressive Party, Than Nyunt’s rivals. 

The only possible crossing-point for the 
BCP is the ferry service run by the SUA. 
This was most probably the reason for the 


Burmese attack on Ta Ongmu on Feb- 
ruary 27 (REVIEW, Apr. 2). Since then the 
SUA has been constructing a new ferry 
berth at Ta Hsopteng, further down the 
Salween. Large quantities of rice and 
building materials have been transported 
by mule from the Thai border, and high- 


ranking SUA officers have been seen 


heading towards Ta Hsopteng. 

The SUA is liaising with Tha Kalei's 
BCP-directed Shan State Nationalities 
Liberation Organisation (SSNLO), which 
has its main area of operation south of 
Taunggyi. The SUA-protected jade and 
opium caravans have to pass through the 
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SSNLO’s territory on their way from 
Taunggyi to Mae Hong Son and the SUA 


has paid taxes in the form of money, uniz, 


forms, medicine, guns and radio equip- 
ment which Tha Kalei is unable to obtain 
from China and the BCP but which the 


SUA can buy easily in Thailand. 


Even if there is no political concordance 
between the SUA and the BCP (including 
the SSNLO) an alliance between the two 
groups appears to be imminent. The BCP 
controls vast opium growing areas in the 
Kokang and Wa states near the Chinese 
frontier and if Khun Sa wants to carry on 
his trading, supply is certainly a more im- 
portant consideration than ideology. ‘It is, 
however, unlikely that the BCP and the 
SUA will be able to form an alliance with- 
out clashing with other groups ensconced 
in the area. 

The SSA, for instance, controls most of 





vorder areas northwest of Mae Hong. 

Son, but has received much less publicity ~- 
and attention than the SUA, mainly be- 
cause it is a political group which is not to 
any appreciable extent involved in the 
opium trade. While the SSA has more 
soldiers than the SUA, it has less guns and 
money and is short of ammunition and 
provisions. B 

The SUA has tried to prevent newsmen 
from entering the border areas after the 
battle of Ban Hin Tack. One reason ap- 
pears to be that the SUA does not want 
outsiders to see how weak it actually is. It 
is this correspondent’s impression that 
most observers have grossly overestimat- 
ed the strength of the SUA. Diplomatic 
sourees in Bangkok have claimed that 
Khun Sa commands 3-4,000 men. 

A more realistic estimate would be 
1,300-1,400 men, with approximately 
1,000 encamped along the Thai-Burmese 
border, but not more than 100 across the 
border at Mae Hong Son and some 200- 
300 around Mong Yai in northern Shan 
state, Khun Sa’s birth place, and the area 
where he organised his first armed force in 
the early 1960s. 

Most of the SUA’s soldiers are young 
conscripts in their teens, who have been 
forcibly recruited from the hill-tribe vil- 
lages around Hin Taek and in the 
Kengtung district of Shan state. A training 
camp for new recruits was formerly lo- 
cated just north of Hin Taek. The lack of 
motivation among the conscripts- has 
forced the SUA’s leadership to threaten to 
kill the soldiers' families, should the re- 
cruits try to run away. Defections have 
drastically reduced the SUA's ranks. Ex- 
SUA soldiers hiding in the villages along 
the Thai-Burmese border complain about 
the ruthlessness of their officers and the 
wide gap in living standards between the 
hill-tribe rankers and the Chinese leaders. 


n recent Thai and foreign newspaper re- 

ports, the words Shan rebels have been 
widely used in connection with the fight- 
ing in and around Hin Taek. However, in- 
side the Shan state the abbreviation SUA 
is virtually unknown. Khae Loi Maw is the 
usual epithet used for Khun Sa's rag-tag 
following of brigands. It means Chinese 
from Loi Maw, the infamous opium 
mountain in northern Shan state’ where 
Khun Sa's father held the position. of 
myoza (village headman) under’ the 
sawbwa (state chief) of Mong Yai. 

There are some Shan fighters. in the 
SUA, but they are in a minority.. Most pri- 
vate soldiers are Wa or Lahu and few 
Shans are found in the ranks above com- 
pany commander. The SUA’s chief-of- 
staff, and the man who runs the SUA, is 
Chang Tse-chuan, alias Sao Hpalang 
(Gen. Thunder), an ex-Kuomintang 


_(KMT) officer of Manchurian origin who 


underwent military training in Nanking 
before the communists took over China in 
1949. Second in command of the SUA is 
Leng Cheun, also formerly of the KMT 
and a native of the Peking area. 

Thus, it has been hard for the SUA to 
convince the Shans that Khun Sa is a free- 
dom fighter, Most of his rhetoric is de- 
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An open letter from Governor 
George R. Ariyoshi. 


Hawaii is a vacationer's paradise, 
but it's also big business. More 
than 30 major organizations 
manage their Asia/Pacific affairs 
from a regional office in Hawaii. 


They include: 

GeneralFoods Pan American 
Corporation World Airways 
Grumman Sheraton 
Aerospace Hotels 
Kentron Wang 
International, Laboratories 
Inc. 


As several key executives 
explain it: 

"The prime advantage of 
location in Honolulu is the 
minimized cost and time 
expenditure to cover the 
vast area." 


— Irwin Bickson 
President, International 
Budget Rent-A-Car 











‘YOU THINK HAW 
IS ONE BIG SANDBOX, 
INK AGAIN.” 


“Our time location here is 
a major advantage. I talk to` 
New York early every morning, 
and contact our Asia offices 
during the afternoon.” 
— Dave Gillette, 
Far East Partner, Coopers 
& Lybrand, CPA. 


. “It’s easier to attract and 
maintain a highly specialized 
and capable staff in Hawaii 
than elsewhere in the Pacific.” 
— Edwin M. Hultgren, 
Principal 
Harding-Lawson Associates 
“We moved our entire 
headquarters staff for the Asia/ 
Pacific area here.” 
—G. D. Wollert, President, 
Asia/Pacific Operations, 
General Foods Corporation. 
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We are ideally situated to 
do business in the Pacific and 
Asia—culturally, linguistically, 
and geographically. 

We want international business 
to grow and prosper here. Our 
State Administration is pursuing 
that goal aggressively. Send in the 
attached coupon to find out what 
we can do for you. 

If you think Hawaii is a 
beautiful place to visit, wait 
until you sample our 
working environment. 


Governor, 
State of Hawaii 








Executive Chambers 
State Capitol 
Honolulu, Hawaii 96813 


Please send me information 
on Hawaii. 
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bought and taken to Ban Hin Tack, to 
it Long Khun Maha’s nationalistic 
ngs. But no other Shan leaders fell 
MER chun Maha was re re- 


and ood tal for; treason, gem 


ling and opium and heroin traffick- 


- the : same charges which  are-now 


to death and: the. auct Gover fn- 


e to: e e D US$3 : 


along the Thai-Burmese b Border. 


However, in June te Lo DUM 


Mong  Yai | 
wbwa and Khun Sa exploited their fami- 


hills ar border A Mae Ai. This i n an pes 
| tremely diffic 


| It place to attack from the 
Burmese side; büt supplies can easily be 


obtained in Fang or Thaton in Thailand. 
"| The area was used in the early 1950s asa | th 
" > | base by the KMT, and the Burmese failed - 
in several attempts to occupy it. ^ ^ | « 
| ‘Intelligence. sources said Khun Sa is re- | 1 
grouping his forces and trying to infiltrate | « 
"Thailand again as he did in 1978, the first 
| time the Thai Government o dered him | a 
and his army to leave Thailand? On Feb- 
ruary 3 the Thai 


that it would not unde 

negotiate with Khun: Sa. [inim Minister 
Prem Tinsulanond made it clear that a 
policy of-reconciliation with the SUA was 
unacceptable. But, even if Bangkok is de- 
termined not to compromise, the enforce- 
ment of the government's decisions on à 


ini hide-outs near the Thai Border and 
surrendered to the Burmese authorities. 
Their families were later taKen in govern- 
ment-provided trucks to their. 
homes in northern Shan state, 


' The elder Lo had made a deal with. Ran- | 


goon: in exchange for his release, he 


promised to form a new force to support 
| the Burmese army in 


surgency operations in Shan state. Kyats2 


million (US$272,000) was given to Lo to 
build a new military camp near Nampong | 
in the Lashio neighbourhood. M16 rifles, 


grenade launchers and other sophisticated 
weapons, mainly of American origin, 
were taken from various hiding- places. 


M was authorised to set up a home- 
guard unit.under the government's Pyi 


Thu Sit (people's militia) programme, - 


started after the disbanding of the infam- 


overnment decla ed is | 
perspiéacity. in politi 


former 


its: _counter-in- T 


question now is: wh 


-conntannists i in y their dion 


Thai border and establis! 
Thai comrades-in-arms 
dis area. i 


black inackets i in B 
prior to his arrest in 1' 


diers stay in the camp 


himself hasa dias 


Burma, chown for 
and tough" rules 


dence, "the i 


1981 was the 


dn Lashio form 


by top figures from the local civil and mili- 
tary administration. 
The problemi dip 


| that the governmer 


oro overcomi nng thi 


ous Ka Kwe Ye (KKY) self-defence forces : ae ^ amp 


in 1973. The new agreement is the same as | 


the former accord between Rangoon, and 


the KKY: fight the rebels and gain, in tes |. | 


turn, free access to government-control- 


led roads for smuggling. 


Whether the deal also includes opium is | ir 
unclear. It is certain, however, that Lo has | f 


already established himself — with gov- | now that t 
. ernment approval — as a prominent jade | out, = 


smuggler. The jade is airlifted from Man- | k hes 
dalay and Heho airport near Taunggyi to | Uni 


ae Ton and then il ars E 





1 August 1959 Sai Hla Aung, a a young government m onion. But the aimes 
is udent leader tunes Icom man der, was never of any significant political na- 
$ ; ture. It was simply a non-aggression pact | 
formulated to fight a common enemy. — reparation using kp i 
a pi the B BC P lacked ATA ELE name of their cretion: 


T y,they found | What is your view von xu foreign politics? ^ : 
Cues ee illas vith-swim- | Stric non-alignment and neutrality is ali 
| 5 a. Bebe umet hos- | necessity foran independent Shan state. 
* | Any other policy would be very, very 
foolish. The world powers are our neigh- 
E bours: in the north, c hina, and, in the east 


Union and tie United ates respectively. | elec 
| We ERY n the United Na- | nee 


| Khun Sa has also claimed that he isa Shan is no o choice. If our. ir. péople. did. not. y 
.| freedom fighter. What is your opinion on P ae would starve. Faced with 


that there are many Shan 
pong the rank and file of the not ae the Lnawhow and the j it 
TES aun da) tional connections you need to carr 
| they are misle and w | this business, - : 
they wil y join : ui c | Our aim is to gain control 


if ala andl revehivionaey routes a the poppy f 
8. b dierent hei and the Shans state and the heroin t t 


| * interested in solving th the probi 
5j gal narcotics. i € 
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| E MMC - Business Administration © Engineering 
lst year, the SSPP held its sec- M ^. Public Administration * Education 


s How has your party 1 de- a ! E 
| : Earn a bachelor, master or doctoral deg ree. Use | 


B: specialized degree programs are designed for acti 
. professional administrators and managers who v 
to Eee their career cc d our UA AE L 


K, a association., "writhe, E 
Shipping. travel and duis We i 


paced, open time schedule, no classes, ‘seminar 
TOSIGENEY MEME faculty advisors. . 
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By Mohan Ram 
E .— New Delhi: India seems to be moving to- 


| wards more balanced non-alignment, 
i e away from the cosy relationship it has had 
pm friendship-treaty ally, the Soviet 


. Union. The most recent developments 


. presaging the policy shift are: equivoca- - 


y tion that amounts to supporting Britain on 
— the Falklands issue, Prime Minister Indira 
P  Gandhi's decision to go to the United 
~ States in July though she has yet to visit 
Ec - Moscow since her return to office in 
= aT January 1980, and Indian interest in Ame- 
=  rican military hardware. 

Dr The Bangladesh crisis, former US 
president Richard Nixon’s tilt towards 
_ Pakistan and the bogy of Sino-Pakistani 
E En collusion against it stampeded 
. India into entering the 20-year treaty with 
= Moscow in 1971. : 

Once anormal situation returned to the 
B eeen restructured with the 
emergence of Bangladesh, Indian and 
. Soviet perceptions on China began to dif- 
fer. Mrs Gandhi took the initiative in 
April 1976 of starting a dialogue with 
— China. Diplomatic relations were restored 
E -. to ambassadorial level after a 15-year gap 
. . and reactivated. 
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= — . The Janata Party government which re- | 


placed Mrs Gandhi's in 1977 was commit- 
ted to shifting the pro-Soviet tilt in India's 
non-alignment and continued the moves 
to normalise relations with China. Mrs 
Gandhi picked up the threads when she 
came back in 1980. This multiplying of 
Sino-Indian contacts did not delight Mos- 
cow, but the movement was under way. 
India had begun to look to the West for 
military hardware and was no longer a 
captive buyer of Soviet arms; the Soviets 
had to compete with the West. 

The second major Soviet-Indian di- 
vergence followed the Soviet invasion of 





Mrs Gandhi; Reagan: cosying up. 
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p Bighting the balance 


E. ephe its close relationship with the Soviet Union, there 
[M mare signs that India seeks stronger links with the West 


Afghanistan in December 1979. Initially 
India accepted the arguments which Mos- 
cow put forward to justify the intervention 
and did not condemn it. But by 1981 New 
Delhi had begun demanding that the 
Soviets withdraw. The Soviets’ refusal to 
talk even of a token pull-out and their con- 
tinued presence in Afghanistan has helped 
Pakistan acquire more arms, adding to 
tensions in the Subcontinent and in the In- 
dian Ocean. 

Soviet and Indian positions differ sig- 
nificantly on the Falklands. While the 
Soviet support for Argentina is open, if 
only to impress the other non-aligned na- 
tions, India’s reaction has been low-key. 
The rhetoric which could be expected on 
an issue involving a Western power trying 
to retain one of its possessions and a non- 
aligned country was absent. Moreover, 
India expressed regret over Argentina’s 
initial use of force to seize the islands. 

India’s stand on Argentina has been 
sharply criticised at home and it could be 
looked at askance by many non-aligned 
states. But it is especially significant in the 
context of India’s attempt to build new 
bridges with the West and the US in parti- 
cular. 


Or: irritant in relations with Washing- 
ton has been the issue of fuel for 
the Tarapur nuclear power plant. An 
American law required countries such as 
India which had. not signed the nuclear 
non-proliferation treaty to accept 
safeguards if they were to obtain further 
supplies of fuel. India has not agreed to ac- 
cept such safeguards. 

It took some time for New Delhi to 
realise that, while relations with the Soviet 


. Union were normal despite differences (if 


only because the Soviets need India's dip- 





| lomatic support), relatio cce 
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j many. India has DON ine told to j the 

















Uu Sem. 


Ñ; Af, 


ere 


view that its objectives — Such as peace in- 
the Subcontinent and a fenšion-free In- 
dian Ocean — would be helped rather 
than hindered by a frank dialogue with 
Washington. In any case, India had failed 
to dissuade Washington from resuming 
arms supplies to Pakistan in the wake of- 
the Soviet intervention in Afghanistan. 


Meanwhile, Washington was reassess- ` 


ing its relations with New Delhi. In 
January, the White House asked the State 
Department to list the foreign dignitaries 
who could be invited to the US in the sec- 
ond half of 1982. The names suggested as 
visitors from the South Asian region were 
Mrs Gandhi and Pakistan's President Zia- 
ul Haq. 

Simultaneously a team of White House 
specialists concluded that a dialogue with 
Mrs Gandhi would be useful because the 
specialists considered that India's attitude 
to the US was softening. Contrary to what 
had been expected, Mrs Gandhi did not 
raise the issue of the sale of F16s to Pakis- 
tan when she met US President Ronald 
Reagan at the Cancün summit last year 
and seemed reconciled to Washington 
exercising its right to choose its own allies 
and to arm them. The specialists thought 
that Indian-US relations could be repaired 
despite the flow of American arms to 
Pakistan. 

Contacts were established between 
Vice-President George Bush and one of 
Mrs Gandhi's close aides about another 
meeting with Reagan. This discussion was 
carried on without the knowledge of the 
Indian Embassy in Washington or India's 
Ministry of External Affairs. 

The Soviets have been trying to per- 
suade Mrs Gandhi to visit Moscow since 
early 1980. Since then she has travelled to 
Europe several times, but has not made 
even a brief stopover in Moscow. She is 
going to Washington in late July and her. 
projected trip to the Soviet Union will not - 
be before September. At the same time, - 
India has shown revived interest in buying 
American military equipment. The list in- 
cludes the Northrop F5G intermediate 
fighter, howitzers and an improved ver- 
sion of the TOW anti-tank missile. The: 
US does not object to these sales. 

Even if these sales do not materialise, it 
is significant that India — keen on reduc- 
ing its dependence on Soviet arms — looks 
to the USasone of the alternative sources, 
after France and Britain. India's grouse in 
the past was that the US was introducing a 
new generation of weapons into the 
region. 

It is also possible that India. wants to 
gain additional leverage with Moscow. 
Diplomats think that the Reagan adminis- 
tration seems willing to help India dis- 
tance itself from the Soviet Union. One 
view is that Washington's plan to build up 
an anti-Soviet consensus in West Asia has 
failed because the Arabs do not see the 
Soviet Union as expansionist in the same 
manner as does the US. This failure makes 
India the dominant South Asian power, 
important to Washington. . 
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ow-a new style of 
Business Class 


that sets you ahead — 
of the rest. 
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ore fruitful. 


Sineemmos he Chartered Bank has played a vital role in Asian business 
and I Participating in prestigious government loans, investing in fledgling 


2-gmmesand helping to support Asia’s traditional exports such as timber, sugar, 
~~» ir aNd rubber through the good times and the bad. 


|| cE WAM through our network of more than 185 offices in over 15 Asian countries, 
We're more involved than ever. 

For example, we're involved with large-scale project finance and major loan 
syndication throughout the region. Our many years in the area have made us experts 
in local markets and practices. And it goes without saying that our trade finance and 
import/export capabilities are second to none. 

So whatever you want from a regional bank, whether it's letters of credit, giant 
offshore transactions, or just market advice, we can help. 

Who knows, we could prove to be a fruitful combination. 


A 
€9 | THE CHARTERED BANK 


A WEALTH OF EXPERIENCE IN ASIA 


A member of the Standard Chartered Bank Group with over 1500 branches 
in more than 60 countries. 


Hong Kong, Malaysia, Singapore, Indonesia, Brunei, Philippines, Japan, Korea, The People’s Republic of China, Thailand, 
Rapolvderh ri dl anl a bare R aksis tpi Ngr^ Australia EN LU ET a Cbgrigrer Rant } 





The wide - body 30 - seat commuterliner whicl 


and optimised operating 


The wide-body Shorts 330 — selected for the 
new Thai Airways fleet — is the world’s most 
popular 30-seat airliner, combining the high 
comfort features of a main route jetliner with 
the operational economy of a smaller turboprop 
aircraft. 





economics 


Airlines flying feeder routes to central airports 
or operating local service networks can now 
offer their passengers amenities such as walk- 
about headroom, full air-conditioning, luxury 
seating, galley and toilet facilities and in-flight 
cabin service — in a superb wide-body airliner 
providing all the operating, handling, maint- 
enance and servicing advantages of a compact 
turboprop. 
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X ffers big jet comfort 


Add to this proven Pratt & Whitney PT6 

engines, driving 5-bladed propellers, which 

make it one of the quietest commercial 

aircraft currently in service and it is apparent 
why the Shorts 330 is rapidly becoming the 
profit-making airliner for fleet replacement in the 


1980's — ordered by 30 airlines worldwide and SHORT BROTHERS LIMITED PO Box 241 Airport Road Belfast BT3 9DZ 
having carried over 7,000,000 passengers to date. Northern Ireland Telephone 0232 58444 Telex 74688 





“With a view of 
Hong Kong like this, 

I don’t know why 
they bother 

to have curtains.” 
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In Hong Kong, there is a hotel for 
perfectionists. 

For people who demand a view of 
the city at its most spectacular. 
From their own room. 

Who believe that bathrooms 
should be marble, with separate 
showers and sunken tubs. 

Who expect their hotel to have 
remarkable service. Famous res- 
taurants. And a swimming pool 
worthy of the name. 

The Regent of Hong Kong lives up 
to all this. And more. 

The next time you book a room in 
Hong Kong, be a perfectionist. 
Reserve at The Regent. 
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A REGENT ® INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. ALBUQUERQUE 
NEW YORK. CHICAGO. PUERTO RICO 
MAUI. MONTREAL. LONDON 


HONG KONG 3-7211211, TELEX HX37134; SINGAPORE 7373555; TOKYO 03-211-4541 OR CONTACT ANY REGENT INTERNATIONAL HOTEL 





@ MY recent tale of the “laundry vice” 
offered by certain Taipei hotels amused 
Ron Hamer of Calgary, Canada, who re- 
cently overnighted at the King Edward 
Hotel in Toronto. He was somewhat 
taken aback with the first item on the 
bill, though he could not recall the event, 
and the price, even making allowances 
for the recession, seemed very low 
(maybe that is why she had proved so 
forgettable): 
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THE KING EDWARD HOTEL, 37 KING STREET EAST, 
TORONTO, CANADA MSC 1E9, TELEPHONE (416) 863-9700 


OF 04 a eit ip ~ 2. OD 


TRAVELLER'S TALES 





truth was more mundane. The 
royalty-conscious hotel has a Queen Vic- 


toria room (reduced to C. Victoria on 
the bill) and a bar named after the Prince 
Consort. Still, if he had spent rather 
more at the bar, he might have found it 
difficult to explain the charge for “Con- 
sort” to his wife. 
e THE advertisements for Siam Air 
Travel’s route between Bangkok and 
Surat Thani imply that the airline is run 
by hijackers: 
ndi NON S 
Good for private or business purpose 
that need to save your time as well as comfortable 
and safety. 
Our charming hostages can provide you 
more of what you have expeted. 
For further details please call us at : 


er E y 
Surat A Bareak 
TNI e 

€ AND, while we are on hostesses, I 
note the copywriters who produced the 
latest ads featuring the new Malaysian 
Airline System jumbo routes to Europe 
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e POSSIBLY encouraged by the sad example of Hollywood actor Lee Marvin who 
was sued for *palimony" by the lady who had lived with him, rich Indian men who 
wish to take a mistress are increasingly setting out their rights and responsibilities in 
contractual form, attempting to protect themselves from subsequent demands. 
Rama Swarup of New Delhi sends me an extract from the Indian Express of May 2, 
which sets out a model version of such a contract — under the euphemistic title 
"Friendship Treaty": 









A MODEL FRIENDSHIP TREATY 


IS AGREEMENT is made on————day of—————1982, between A, son 
A of aged years at present residing at , Of the one part (herein 
























years at present residing at 
the Second Part”). 





each other for the last 


and friendship for the rest of his life. 


rest of his life. 


financially and in all other respects. 


Dated, the———— day of ———— 1982. 
Place: Ahmedabad. 
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after called “the Party of the First Part") and Miss B, daughter of ———— aged 
of the other part (herein after called “The Party of 


WHEREAS the Party of the First Part and the Party of the Second Part have known 

— —— years and are familiar with and further fully acquainted 

each other with the facts of their lives in the past. 

| AND WHEREAS the Party of the First Part and the Party of the Second Part bear 
deep love and affection for each other and find separate life and existence impossible. 
AND WHEREAS the Party of the First Part has therefore decided of his own free 

will and accord to join the Party of the Second Part in a shared life of companionship 


AND WHEREAS the Party of the Second Part has therefore decided of her own 
free will and accord to join him in a shared life of companionship and friendship for the 


AND WHEREAS both the aforesaid Parties have of their own free will and accord 
decided to enter into an Agreement of Companionship between themselves on the ba- 
sis of trust and mutual consent terminable at the option of either Party. 

NOW THIS AGREEMENT WITNESSETH that both the aforesaid Parties do 
hereby agree to form a companionship on the following terms and conditions: 

1. During the pendency of this Agreement the Party of the First Part shall fully 
maintain and look after the Party of the Second Part financially and in all other respects 
and shall also fully maintain and look after any issues born out of their companionship 


2. During the pendency of this Agreement the Party of the Second Part shall de- 
vote herself wholly and exclusively to the Party of the First Part and will not marry any 
other person nor involve herself in any other relationship with any other person with- 
out the consent of the Party of the First Part. 

3. The Party of the First Part hereby agrees, undertakes and assures the Party of 
the Second Part that any issues born out of their companionship will have the same 
rights of inheritance as his other children by his wife. 

4. This Agreement shall be terminable at any time at the option of either Party. 

IN WITNESS WHEREOF both the aforesaid Parties have set their respective 
hands and in the presence of witnesses hereinbelow and signed this Agreement on the 
date and at the place first below mentioned. 


































and Australia are sticklers for statistical 
accuracy. "First class passengers," they 
promise, “will be serviced by 5⁄2 cabin 
attendants.” 

@ WHILE working in Surabaya, In- 
donesia, David Hagen wandered down a 
side street and came across an unex- 
pected notice on the doorway ofa house, 
apparently describing its occupants. 
Much more effective as a deterrent to in- 
truders than “Beware of the dog,” he 
reckoned: 





@ A RECENT tale mentioned the ac- 
ronyms Creep from the United States 
and Crap from the Philippines. Reader 
R. Y. Gray found a Japanese com- 
promise in the form of a sachet of milk- 
substitute ina Tokyo coffee shop: 





e FROM Paris, James Baker comments 
that many words have been written 
about French manners and morals, but 
perhaps this powdered-milk carton says 
it all: 





e A RECENT advertisement in The 
Times of India for bathroom tiles 
appeared to show the bath being used for 
unusual purposes: 


TILES BY BPT 
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olombo: President Junius Jayewar- 
i government has gradually tilted its 

‘policy towards the West and 
o ted a low profile i in diplomacy in di- 
ntrast with its predecessor's highly 
ivist line. The new-style policy 
'n beneficial to the country's 





MEE oe in recent 
ndei tandably. the success 
envy of its neighbours, especially because 


without abandoning its non-aligned 
stance. Funds have flowed in from far and 





tegy of export-oriented industrial growth 
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ist five: years the ruling. 
pu National Party ( P Hes Py Pre. | 
i | country's economy is in the doldrums, t 


w po 
down has now begun for the 


traditions. Democracy. in Sri l 


has received’a significant | 


: of Sn 
Lanka's quiet diplomacy has become the | 


t has reached the present happy position 
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wide — from Sweden to Saudi Arabia to - 
ngapore — to help sustain the new strá- - 


( re importantly the opening up.-of. 


Lanka is headed for an uneasy. time. 


 Jayewardene personally or because | 













The threat has arisen not because th 





cause a credible challenge has emerged 








traditional 30-35% electoral support for 


tors seem to favour the UNP. 


| the UNP has dwindled. If at all; most fac- "iss 20 
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The level of unemployment. ~ — - tradi- Te 


tionally a crucial elector al issue — is NOW 


much lower than when Jayewardene took. | sr 

over after defeating the Sri Lanka Free- | 
dom Party (SLFP) government in 1977. 
The shortage of essential commodities has | 


long disappeared and though high prices 
are a problem, people are buying and 
traders are enjoying a reasonable turn 


Over. 


Remittances from abroad worth Rs 4 
billion (US$257 million) a year cushion 
some of the effects of inflation. Skilled 
workers, who in Sri Lanka normally 
spearhead agitation which has its roots in 
cconomic factors, are finding employment 
in the Middle East. The government has 


Concluding that a quest for the dip- 
lomatic spotlight could cause it more harm 
than good, the United National Party gov- 
ernment has done the obvious. It has been 
explaining patiently and. politely to the 
Soviets its hmitations in playing the active 
role they want it to play as chairman of the 
Indian Ocean peace conference spon- 





MM ptr i n I strum mat rau esI rur rra Th eet a het 


sored by the United Nations. The UN re- 


solution envisages a conference in Co- 


lombo of all the littoral and hinterland : 


states and also the superpowers to evolve 


a neutral zone for the Indian Ocean. 


Moscow's diplomats visiting Colombo. 


in January last year urged Sri Lanka to - 
take the initiative as the conference chair- 


man. Colombo saw through the ruse 
which could have made it a Soviet vehicle 


in the propaganda war against Wash- 
visiting | 
| Colombo in February this year, went a 
step further and ar gued that if the cónfer- | 


ington. The same diplomats, 


ence did not materialise, they would have 


no option but to compete with the growing. d ». ` * 
United States military presence in the In- | agreed w 


dian Ocean to matus their interests. in 
the region. 


recent tough teli by shes Sovietsi ism M 


RIFE 4 i t trad T 
ntryside, a growing um of 


‘groups with jocal grievances has sprung 


up. While no political party has nurtured 


these groups they are showing pro-SLEP 






leanings. The main reason seems to be 
that Sri Lanka's basic crisis involving na- 
tional integration, political participation 
and economic distribution still remains 


largely unresolved. Although Jayewar- 
dene. is among the 
aware of thé national n 





few top. politicians 
lady, his attempts 
to cure H- have: been bstructed. The 
obstruction: comes as much from his short- 
sighted but enthusiastic: party: activists 












decus dur between h ao ings 
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well between Moscow aii its s friéfids and 

allies in Asia. India; the closest non-com- 

munist friend of the Soviet Union, has 

been rethinking its views on superpower 

rivalry in the region and showing a discer- 

nible tilt towards Washington. = — =o, 
There have been usse ! 





onm the al damise. The fear in 
Consus is that. under these cir- 
cumstances the Soviets. might have 
selected certain countries in the region for 
special attention and that Sri Lanka could 
be one ofthem. ~ 

But there is little the Sri Lankans can 





do. Asked for his reaction to the Soviet 


ee 


, Colombo i is not yet certain whether the | thr 


-afraid we cannot do much. Now it is up to 


proddings on the Indian Ocean meeting, 
Jayewardene told the REVIEW: "What can 
we do if one er both of the superpowers do 
not agree to come to the conference. Lam 
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sace and tranquillity, 
tension in the region 
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Ü who, unable to rise above narrow. w.partisan “Major: featur es of the new sten were 41 
. considerations, continue to alienate their designed to compensate for the fickle na- | 
“opponents, l in the SLFP, as | ture of the Sri Lankan electorate. Theyi ins 


i 

: from his adversaries | | clüded proportional representation in par- 
l 
a 





The danger arises also from the Can liament, the requirement that a two-thirds ` 
stitution which Jayewardene has brought: parliamentary: majority was needed to. 
into ensure economic stability, which had | amend the Constitution andan elected || 
been lacking in the past due to the almost - president who can dismiss the cabinet, or’ 
pendulum-like electoral swing in a largely. even parliament, but who t cannot hime 
bipartite. parliamentary system of he. dx : 
Westminster variety.. € 
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It has been learned that during Foreign 
Minister A. C. S. Hameed's visit to Mos- 
cow in April, the Soviets brought up the 
peace conference proposal. They were 

also understood to have inquired about 
the Samanalawewa hydroelectric project 
which. under an agreement with. the 
former Sri Lanka Freedom P arty ad 

. ment, was to be built by them but has now 
been put off by the present government 
until 1985. They could nothave been satis- 
fied on either account. ‘ 
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has contractual MC sad with th 
n exception to Sri Lanka's general po- i Ar and thei im tic 
IP licy of quiet diplomacy was last year’s -tet 
public ly announced application for mem- 
;bership of Asean. Prime Minister Rana- 
-singhe Premadasa, whose lobbying in 
Southeast Asia preceded the application, 
told. the REVIEW: “Because of the simila- 
-fity of our economic systems, we had 
: thought we should be in Asean and we had 
applied. Now it is up to Asean to decide." 
But Asean is unlikely to oblige. 
hrough informal contacts Colombo has 
„learned that no new member. will be ad- 
“mitted this year, but observer status will 
¿be available to Brunei and Burma, which 
are contiguous to the Asean region. 
Sri Lanka's security and foreign policy 
(rests are closely tied to those of its 
giant northern neighbour, India. During 
ld War M British and other Allied 









cision. ara D 
Colombo has ince stave international of 

tenders for the. lease of Trincomalee 
facilities. It has been learned that the Oil - 
Corporation of India is a bidder. How- p 7 
ever, the hid seems aimed less at meeting | ! 

any pressing. Indian. d gne mor |o : 
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After the UNP’s victory in the parliamen- 




































































J ayewardene as president with his current 


at Sirimavo Bandaranaike, 


date for the next election. 







»olls, it ‘aon eer Pd the 
ion annulled and call for a re- 
or march. to. he president sj 


Bandaranaike implicitly conceded. the 
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Why do more and more specialists 
adopt the Romanian-made lighting fixtures? 
High diversity — high quality 


250 types of lighting fixtures for offices, industrial halls, res- 
taurants, public places, special media, tunnels and mines 
lighting sources and accessories, incandescent lamps, fluo- 
rescent lamps, mercury vapour lamps, ballasts, car lamps 
traffic lights 
signalling lamps 
motor car headlights 
flash-lights 
The Romanian-made lighting fixtures are ideally suited for effi- 
cient and economical lighting. They can meet all necessities and 
satisfy all requirements. 


Sole exporter 


, ortimport 


ELECTROEXPORTIMPORT 
Foreign Trade Compary 
Bucharest -— Romania 
133, Calea Victoriei 
Telex: 11368 


of: E pletion aie Fe as. ahe con- tk 
| solidator of Sri Lankan national integrity. 


| n | tary, election in 1977, the parliament voted | 
| in. a new Constitution in 1978 and chose. 


term ending in 1984. With the SLFP chief, | 
barred from | 
seeking electoral office, Jayewardene re- - 
mains the only credible presidential candi- | 

In an interview with the REVIEW, Mrs. 


presen $ unassailable. wind pros- IB Y 


primarily at breaking 


i -of the 
q damour from UNP dissidents, Jayewar- 


T lone pe them 


ue EZ 
= 











of the rul ing i p Aaike to « cam- 


paign. hardi in the presidential poll that will 





follow. What she implied was that once 





‘their own-seats are secured, the MPs of 
| Prime Minister Ranasinghe Premadasa’s 
group © 
| Jayewarde 
next presiden jal candidate, 


in, the UNP might pressure 
to accept Premadasa as the 














Ww: president al election before that 
of the. parliament, she remarked: “I cannot 


| see him.resigning and letting Premadasa 
step in, even for the brief interim period.” 


The Constitution does not permit the pre- 


sident to seek re-election before the end of 


his term without first resigning his office. 
His. resignation automatically makes the 


| prime minister interim president. 


However, Premadasa told the REVIEW 
that Jayewardene will be a candidate for a 


Ped term. "The Constitution permits 


it,” he added. But. he deftly fielded the 


| yiestion whether he would be content to 
| waitin the wings until J ayewardene served 
his second and final six-year term. He re- 


plied: “We in this government are like a 
football team with each member playing 
in his assigned role. We are not like a cric- 
ket team where the batsmen have to wait 
for some one to get out to play their in- 
pings.” — 

Although the UNP still. remains a large- | 
ly homogenous group, itis showing signs — 
of emerging internal strains, Premadasa 


has lined up a hard core of support consist- 


ing of some 90 of the ruling party's 143 
MPs in a house of 168. In the process he 
has annoyed quite a few of his party Spa 
warts. 
It is widely believed that the current 
campaign against. corruption is directed 
ing his strength. Last 
month the president : app 





ointed a commit- 
tee of five senior UNP leaders to enquire 


into allegations of corruption against UNP 
| members and report to him personally. 
|| Asked about the rising clamour over cor- 


ruption, Premadasa argued: “It only. 


| shows how openly UNP affairs are con- 


ducted and, more importantly, it reflects 


| our party's. high sensitivity to any charge 
of corruption.” ~ 


All the same, Premadasa appears rather 
beleaguered of late. A cabinet minister 
resigned last month after allegations of ir- 

regularities in his department. So did a 


| | ruling party MP (REVIEW, May 21). Both 


of them were, known to be close followers 
prime minister. Despite the 


dene may not risk a major split in view of 


i the elections. Also, after the election, if 
F Premadas: 


to retain the bulk of his 
“support, his help - 


wW 








would be needed in tl 
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paign thereafter. ^ 

But before the next election, the 
strong possibility of the «Constitution 
undergoing some changes. Jayewardene’s 
party, even if it were to end up with the 
same number of total votes as in the last 
general elections, would be far too short 
of the two-thirds majority ‘Necessary to 
amend the Constitution. That is one impli- 
cation of the system of proportional rep- 
resentation. ; aiu 5 

Another outcome of the new system is 
the rising demand within the UNP to ad- 
just the system to accommodate voters' 
preferences for individual candidates. The 
justifiable fear of the younger party mem- 
bers, who do most of the campaigning at 
the grassroots level, is that many of them 
may not get into the parliament once the 
party decides to name the MPs based on 
total votes obtained by the party. 

Various formulas to adjust the propor- 
tional representation with the voters’ 
choice between individual candidates are 
being discussed. Experts consider it possi- 
ble to blend the two concepts, but they 
have pointed out to the president that it 
would require a computer to tabulate the. 
results. The president's instant reaction 
was: "Then why not have a computer?? 





Mrs Bandaranaike, who is facing an. 


identical problem within the SLFP, would 
also welcome some changes. Leader of the 
opposition in the parliament and presi- 
dent of the Tamil United Liberation Front 
(TULF) Appapillai Amirthalingam told 
the REVIEW that he knew of the discussion 
within the UNP but the opposition had not 
yet been consulted on the issue. 


t is hard to predict the exact form of the 
complicated electoral system that may be 
prescribed for the next polls but it is bound. 
to retain the basic principle of propor- 
tional representation. The ruling UNP re- 
mains the strongest single party with its 
basic support of 30-35% of the electorate 
as against the SLFP’s traditional 25-30%. 


The fight for the uncommitted 35-45% 


could be hard and bitter with a strong pos- 
sibility of post-electoral violence. Mrs 
Bandaranaike believes the government 
would rig the polls because, among other 
reasons, the United States wants the UNP 
government to retain power at all costs. 


."You know, he was always known as Yan- 


kee Dickie," she remarked, referring to 
Jayewardene, whose middle name is 
Richard. ` 
Although the SLFP is still working on 
its campaign strategy, it is likely to em- 
phasise the gulf between the promises and 
actual performance of the government, di- 
lution of democracy, growing corruption 
and the high cost of living. More impor- 
tantly it could also play upon xenophobia 
by alleging that the country is being plun- 
dered by foreigners — investors, foreign 
experts and tourists. Jayewardene has al- 
ready begun to respond. He is trotting out 
Indian Prime Minister Indira Gandhi's re- 
cent statement that democracy could 
thrive under a presidential system too. Be- 
sides, he declared late last month: hich 
ich 
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| tralia’s population 








Biter: it or not, on the six random 
taxi trips which I had reluctantly to 
pay for during my last week’s bludger 
visit to Sydney, after one year’s absence, 


from Greece, Italy, Turkey, Cyprus, 
Egypt and Lebanon. They had been 
Aussie residents for the past six years and 
clearly and warntly regarded Sydney, as 
their home. Three said they had married 
since their arriyal and the other three 
winked at me when I asked. They pro- 
vided individual evidence that my initial 
fears that Australia — or Sydney anyway 
— was still parochial were completely 
unfounded. TEM 

Alas, I didn't have time to visit Can- 
berra or Melbourne but the old mates 
who phoned me from those cities stress- 
ed that the flow of immigrants was con- 
tinuing. | | 
. Forthe record, Australia's population 
passed the 15 million mark at the end of 
1981. The gain through overseas migra- 
tion last year con- 
tributed 53.5% — 
67,800. Approxi- 
mately 100,000. 
migrants and re- 
fugees no 
White Australia 
racism now — will 
have arrived in 
1981-82 and will 
climb about 
another 4% the 
next year. Aus- 


growth increased 
by 1.6496 in 1980- . 
81 — the highest 
for any industrialised country in the 
world. a 

Cuts in fares for migrants travelling by 
air from Britain will range from 20-40%, 
and will be extended eventually to East 
Asia, the United States, Canada, 
Greece, Italy and India. 

Enough dull figures. The other en- 
couraging evidence was Sydney’s domi- 
nant interest in Asia in general, and 
Southeast Asia'in particular. Apart from 
reunions with old friends, I had to dance 
for my supper on four TV and eight radio 
interviews during the week. (Don’t 
laugh — I was helping to promote an un- 
deserved biography of myself, written by 
former Reuter and AAP reporter and 
now author Norman Macswan.*) To my 
satisfaction, independent questions at 
the 12 harangues manifested special in- 
terest in possible Australian member- 
ship of Asean. Among items of interest 
were whether Australians were popular 
in Asia and if Asians were aware: 

» that they are always welcome as 

si y 
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Migrants“ line-up: 


*The Man Who Read The East Wind by Norman | generation — far smarter than the old 
Macswan. Kangaroo Press, Sydney. US$10.30. "uns. : ez 
i dlc. PW. pr S BOEN Se Duo ss dbali Eee SoA vd vw 
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all the affable drivers were migrants — - 


fares incentive. 
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visitors to — or residents in — Australia; 


and ` 


> that Australia stands firmly behind | | 


them in cooperative military defence — 


when needed —- against the hege- | 


monists. 


Another matter of interest was that. 


Australian defence scientists have in- 
vented a flying decoy, which “put Aus- 
tralia in the forefront in the world search 


for more effective protection against 


guided missiles launched against ships.” 


(So it was said — top secret.) Also that | 


three satellites for domestic communica- 
tions will be built at a cost of A$650 mil- 


lion (US$677 million) to haul all widely | 
separated Australians together for in- 


stant contact. (The satellites will have as 


profound an effect on Australian life as. 


completion of the overland telegraph 


line between Adelaide and Darwin over | 


a century ago.) _ | 
As a humble, grateful and devoted 
worshipper of the ladies everywhere, I 


eager but all-too- 
rushed visit coin- 
cided with the 
centenary celebra- 
tion of the admit- 


students to the 
hallowed Sydney 
University in June 


tonishment, I 
learned that. the 
first women — 
Isola Thompson 
and Mary Brown — forced their 
way literally into the university 
three decades after it was opened, 
despite the «continuing objections of 
some professors, who persisted in 
addressing them as “gentlemen” at 
student. gatherings. 


War I, one professor, 


no “real students” present. — 


At the celebration, the present chan- | 


cellor, white-haired Sir Herman Black, 


sat happily-on the ground outside the | - 
university with graduates Dulcie 


and Edna Brown, and they toasted ab- 
sent lady graduates who included the 
New South Wales solicitor-general. 
(Mary Gaudron), the chief judge of the 
Family Court (Elizabeth Evatt) and 
Germaine Greer. E 
Most of my Aussie mates — aging 
now, alas — have been to the Far East 


and want.to go back or to greet more | 
friends fróm what should now be called 


the “Near North." So does the younger 


was delighted to | 
discover that my | 


tance for the first 5 
time of women | "n 


1882. To my as- | 


5nd » 


During World | | 
confronted | 
with a class of young women, re- | 
fused to lecture because there were 


Barr | 
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cu LR is voie? Castro is waits TR's 
EX us ang s] way'." 
Ba _ Apart from the two main parties, obser- 
e . vers believe the ultra-leftist Janatha Vim- 
eth Peramuna (JVP) also might get 
omm than the minimum 12.5% of the 
zm Ee votes cast to secure entry to the parli- 
| ament. It could even end up as a balancing 
= factor. Should these expectations be ful- 
| vU illed, the ultra-leftists would have ar- 
. fived for the first time in Sri Lanka's elec- 
-toral politics. But the JVP has still to live 














|  lieving i in bullets rather than ballots as the 
3 os means of political change. 

; bats Ww hile the SLFP has been akai 
SE other opposition parties, Jayewardene 





s $ v. - has been doing the same and, it seems, - 


with more success. With Tamils and other 
. minorities such as Muslims forming a 
= quarter of the country's population, he is 
e . aware of the crucial nature of their vote in 
= a presidential election. For reasons of 
z E larger national interests and also of elec- 
_ toral politics he has weaned the TULF 
. away from the SLFP. A precondition of 
_ the government's dialogue with the TULF 
- on Tamil problems was that the latter 
E keep its distance from the SLFP. 7 
Forging close ties with Amirthalingam 
: f and meeting him at least once a month, 
_ Jayewardene has helped the TULF mel- 
_ low its stridency on eelam — the Tamil 
o name for a separate independent home- 
— landinSri Lanka. Amirthalingam told the 
| 3 j p. REVIEW that his party believed in working 
. for Tamil aspirations through evolution. 
| — But he brushed aside the talk of a constitu- 
E B tonal provision for a Tamil vice-president 
EL 
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E aionibo: Before 1977 the Sri Lanka 
Freedom Party (SLFP) government re- 
— Jentlessly victimised the United National 
_ Party (UNP), then in opposition. This 
E helped the UNP to score a landslide vic- 
tory in the general election that year. Now 
odi appears the UNP is determined to help 
| . the SLFP acquire a martyr's image. Hav- 
ing deprived SLFP leader and former pre- 
= mier Sirimavo Bandaranaike of her civic 
3 rights in 1980, after a commission had 
. found her guily of abuse of power, thus 
: E Re unre her from contesting elections, 
. the UNP government is now Teady to pre- 
E her from even campaigning for her 


n. June 11, Prime Minister Ranasinghe 
Premadasa rammed through parliament a 
bill to investigate a charge of receipt of 

Fey: foreign funds by the SLFP. The probe is 
= based mainly on a statement by an SLFP 
= dissident, who claimed he had been told 





| ae . down its reputation for being a party be- - 


ES by Mrs Bandaranaike's son, Anura, that 







































Seide. i na ae 
Premadasa: problems. 


of Sri Lanka, arguing: “Our aim is asser- 
tion of our separate identity and this prop- 
osal [of a Tamil vice-president| aims at 
more integration." 

Through his dextrous handling during 
the past few months, Jayewardene has 
succeeded in winning the confidence of 
the TULF. He already has the confidence 
of the southern Tamils through his close 
friendship with their leader S. Thonda- 
man, a minister in his cabinet. But by win- 
ning over the TULF, Jayewardene has 
split the erstwhile united northern Tamils 
(REVIEW, Oct. 16,'81) into three main 
camps — the mainstream TULF, the 
breakaway Tamil Eelam Liberation Front 
which is opposed to collaboration with the 
government but shares the TULF’s peace- 
ful quest for the Tamil goal, and the radi- 


a gagged woman and followers 
on the road to martyrdom | 


about two years ago several sackloads of 
cash had been delivered to his mother’s re- 
sidence. Anura, who had broken away 
from his mother’s party, has since re- 
joined her fold (REVIEW, Apr. 30). 

Some SLFP leaders have also been 
charged with conspiring against the gov- 
ernment in October 1980 and their trial 
is set to start soon. President Junius 
Jayewardene told the REVIEW that Mrs 
Bandaranaike herself was not involved in 
the conspiracy but some of her followers 
were and that they would be prosecuted. 
According to earlier official statements in- 
vestigations had been completed into the 
charges against SLFP leaders of planning 
widespread acts of sabotage and arson, to 
cripple the country’s economy and to 
bring to Colombo a large number of riot- 
ers to destroy parliament on the day Mrs 
Bandaranaike was due to be stripped of 
her civic rights. 


On the issue of preventing Mrs Ban- 
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camps unite. - 


Anhahalingan Believes that all Tamil 
factions will return to the fold once elec- 
tions are announced: Others are not so 
sure. Following the arrest of some of their 
members the leaders of the Tamil Tigers 
have fled abroad and are now said to be re- 
grouping: They have threatened to ensure 
that the fruits of “our labour in galvanising 
the Tamil nation behind the demand for 
eelam” are not hawked by the TULF lead- 
ers at the next polls. The TULF has not 
publicly given up its demand for eelam but 
its goal now seems to have turned more to- 


wards regional autonomy than outright ` 


separation. i 

Hence Jayewardene and his party are 
ready to go to the polls with reasonable 
confidence in an impressive record of 
gains which contrasts with the SLFP's dis- 
mal performance in the mid-1970s. His 
main problem will be keeping his hold 
over the party machine and preventing it 
from too zealously attacking the opposi- 
tion and, more importantly, to explain 
away his government's mistakes. Those 
who have benefited from the UNP's 
policies in recent years are still a small por- 
tion of the population and this breeds envy 
among others who have been left out. , 

One foreign banker told the REVIEW 
that it would be a grave miscalculation to 
link the government's electoral prospects 
with its economic gains alone. He re- 
marked: *The politics of envy has always 
played a significant role in this country's 
politics and right now it seems envy right 
down the line is much stronger than ever 


before. Besides, the government would be - 


going to polls in one of the two long-antici- 
pated and most difficult economic years of 
its present term.” 


daranaike from campaigning, the presi- 
dent was asked what he would do if she 
went to the hustings even after elections 
were formally announced. He said: “Let 
her campaign. There is a law disqualifying 
those she campaigns for.” 

The disqualification law has one obvi- 
ous snag. The losing candidate has to ap- 
peal to the elections tribunal, which nor- 
mally takes about a year to adjudicate. 
Until then despite the challenge, the 
elected member remains in parliament. 
Therefore, government circles are prepar- 
ing a bill providing for automatic and im- 
mediate disqualification which under the 
new system of proportional representa- 
tion of parties could mean the disqualifica- 
tion of the entire SLFP slate. 


T: opposition is waiting for the govern- 
ment to enact such a law which it pro- 
poses to challenge in the courts on the 
ground that it violates fundamental rights, 
and for that reason must be submitted to a 
national referendum. Should the verdict 
go as the opposition believes it might, it 
would leave the government with two op- 
tions — either to back down with con- 
sequent loss of face, or risk a referendum. 

























Rm 


7 " E n — 
MI Um w oa 
] E. <4. m om ae IET CERO 
- JUNE 18. 1982 e FAR EASTERN ECONOMIC REVIEW - 
c culter dn PAR EAS It 2 beef t= piede ipe IN 
Dad Eevee Uo” he EN of TO Acre FA 


Se wv he 


E TAN AS 


TT x rok ENS nthe f A N ha 
s | Independent economists point out thay: 
4| the. import of essential: commodities still 
jp remains in the public sector for the admit- — 






of a free economy 


Colombo: Speaking last September at the 
Nassau meeting of the Commonwealth fi- 
nance ministers, Sri Lanka's Finance and 
Planning Minister Ronnie de Mel used the 
often misquoted observation: of British 
17th century political theorist Thomas 
Hobbes when he observed that the lives 
of finance ministers were “nasty, British 
and short.” Next, he drew attention to the 
exceptionally high mortality rate of the fi- 
nance chiefs in developing countries and 
remarked that Sri Lanka once had five in 
two years. While de Mel’s health is robust 
that of the national economy worries him, 
in the short run at least. 

Sri Lanka is passing through the tough- 
est period of its growth efforts. But, when 
it launched the current development plans 
in 1977, the government had anticipated 
that the fiscal years 1982 and 1983 would 
be its most difficult. In fact critics had be- 
lieved that last year would begin to show a 
downward trend. The year, however, 
turned out to be yet another success story. 
The gross domestic product at 1970 prices 
rose by 5.8% in 1981, the same rate as in 
1980. Per-capita income in current prices 
also rose by 2.4% in 1981 standing at 

Rs 5,126 (US$265). 

However, it will be difficult for Sri 
Lanka's economy not to slide back some- 
what during the current fiscal year ending 
October 31. Major development expendi- 
tures with long gestation periods are to 
peak by the end of the next fiscal year. 
Also the government payroll, indexed to 
the cost of living, will claim this year about 

REN EZ NEGELCUMUCNIOM D OA OE RR RIE OY 

Mrs Bandaranaike told the REVIEW 
that should such a law be passed, one of 
her alternatives would be to declare her 

support publicly for the UNP list of candi- 
dates and see if the UNP would be disqual- 
ified too. But she added: “Men are not 
made for laws. It is the other way round. 
You can always find a way around the law. 
What is important is that if people are con- 
vinced about the morality or otherwise of 
a step, legalities cease to be meaningful.” 

Another option open to Mrs Ban-. 
daranaike would be not to ask people to 
vote for the SLFP but to campaign against 
the UNP. Asa last resort she could appear 
on the public platform with her mouth 
gagged and merely wave to the crowds. 

Mrs Bandaranaike seems to have 
thought of various possibilities and has 

well-founded reasons to believe that the 
more restrictions the government at- 
tempts to impose on her, the more it will 
tie itself in knots. She is debarred from 
contesting elections herself but remains 
the most formidable promoter for her 
party. When it was pointed out that as a 
last resort the government could simply 
jail her, he quickly replied: “I will love 
that." — SALAMAT ALI 
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50% more than the plabned:; rise of Rs 1 
billion. 

Lastly, the severe drought since the 
beginning of the current fiscal year has 
entailed relief expenditure unofficially es- 
timated at Rs 50-60 million a month. 
Cumulatively, the pay rises and relief ex- 
penditure account for more than the Rs 3 
billion national-resource gap provided for 
by the government in the current year's 
budget. 





ted; purpose of ensuring price stability. It- 


has not been made clear if the effect of the 
increased price for oil and other com- 
modities would be passed on to the con- 
sumers at this politically inconvenient 
time with elections looming next year. 


The drought has set back plans for self- 


sufficiency in foodgrains this year and the 
government has been forced to make con- 
tingency arrangements for importing 


200,000 tonnes. of rice from Pakistan, 


Burma and Thailand to fill the expected 


gap of 14% between domestic production’ 


and consumption. The drought has also 
taken its toll on the output of tea, esti- 


We're efficient, not fancy. 


The New World Hotel has every modern facility 
and feature you'd expect in a first class hotel. But 
what makes it truly unique is the service. It is 
what keeps our guests coming back again 
and again and again. 


You'll always find us attentive; not overwhelming; 
caring, not impersonal; 
spontaneous, not orchestrated; 
efficient, not fancy. 


We're good, not fancy. 
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: Sino-America Travel Corp. Pte. Ltd. Tel: 912611 
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. mated to be down by 1: 12 million kgs from 


| the earlier target of 200 million kgs. Tea is 
- the country's largest single export earner. 


Pressed by international agencies for 
slower short-term growth inherent in the 
fiscal discipline they have imposed, the 
government has cut down drastically on its 
housing programme. While yielding on 
the housing programme, the government 
has convinced the International Monetary 
Fund and the World Bank of the need for 
the accelerated Mahaveli 
hydroelectric project and its chain of irri- 
gation dams. 

An estimated Rs 17 billion should be 
spent on the Mahaveli project by the end 
of the current year and this accelerated 
outlay is because the government believes 
Sri Lanka will need 1,100 mws of power by 
the end of 1987 as against the 400 mws it 
produces now. In the absence of the 400 
mws from Mahaveli the bill for imported 
energy would be too high for Colombo to 
meet and its industrial programme would 
grind to a halt. 

The current pace of work on the project 
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heavy inflow ‘of foreign funds at a time 


when the world economic situation was 
worsening. 


Contrary to its critics’ expectations, the 
government's hopes bore fruit. Ushering 
in liberal policies of dismantling a vast 
array of state controls, cutting back on di- 
rect subsidies and introducing incentives 
for production and exports, it managed to 
create confidence among foreign investors 
and donor nations. 

At the same time the government has 
moved to protect some vital domestic in- 
dustries hard hit by competing imports. 
There is a general import tariff of 10096 
which shoots up to 500% in the case of lux- 
ury consumer items. But the philosophy of 
import liberalisation continues. Deputy 
Finance Minister Nayana Marikar told the 
REVIEW: “What is the point of its exis- 
tence if a local unit cannot compete with 
imports?" 

As President Junius Jayewardene 
explained it, lacking the capital to set up 
industries which could provide jobs for the 
100,000 school-leavers every year, the 


` The foreign-invest 
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tures, control and y E. integrated 
circuits and activated carbons. Also these 
firms are buying local textiles, handi- 
crafts, rubber and coconut that should 
boost Sri Lanka's earnings from the zone. 
ent.in the free-trade 
zone totalled US$150 million last De- 
cember. 

An indirect outcome of the zone has 
been to attract foreign capital to other 
parts of the country. While in the free- 
trade zone the investors are obliged to 
produce only for export, outside it they 
have full aecess to the local market also. 
Outside the zone they enjoy full repatria- 
tion of profits and capital and a tax holiday 
of up to three years, but are required to 
offer 30%, equity for local subscription. 
Some international hotel chains are mak- 
ing use of this facility and none has found 
it difficult to raise the required 3076 from 
Sri Lankan investors. 

The stimulation of the economy has al- 
ready begun creating more jobs. Apart 
from those who were helped by the new 
system to become self-employed, the pol- 


Victoria zu and Mohave wb eed projects: redeeming pledges. 


would enable the government later this 
year to begin settling farmers on the land 
irrigated by the Maduru canal. Victoria 
and Kotmale dams are due to be commis- 
sioned fully by 1987. Finance has been 
lined up from Saudi Arabia, Kuwait and 
other sources for all downstream works in- 
cluding power generation, transmission 
and the settlement of farmers on the irri- 
gated lands. 

Judging by the progress of Mahaveli, 
the government could well redeem its 
pledge of completing the project in six 
years whereas the Sri Lanka. Freedom 
Party's government had seen it as taking 
more than two decades. Mahaveli is one 
element of the two-pronged strategy the 
United National Party's (UNP) govern- 
ment has adopted to meet its electoral 
commitment of providing employment, 
housing, new land for cultivation, irriga- 
tion and power to a stagnant economy. It 
based the strategy on the expectation of a 
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government had to invite foreign invest- 
ment using whatever incentives the coun- 
try could offer. The major component of 
this strategy was the free-trade zone at 
Katunayake, 15 kms from Colombo, 
which provided the basic industrial infra- 
structure. In return the investors were 
also given the freedom to repatriate 
profits and capital, to trade shares abroad 
and a tax holiday for seven years. 


Qs of this policy were sceptical, ar- 


guing that it could not attract anyone 
except those garments manufacturers who 
wished to exploit Sri Lanka's textile 
quotas. The zone's 46 firms that were in 
commercial production by December had 
exported goods worth US$39 million of 
which 81% was contributed by garments. 
But, since then, the entire area of the zone 
has been leased out and the new firms are 
going into rubber-based production, palm 
oil, PVC containers, aluminium struc- 


icy has directly created 700,000 new jobs 
during the past four years bringing down 
the rate of unemployment from the 24% 
four years ago to the current 17%. The in- 


| come and corporate tax concessions have 


brought down the number of tax payers 
but government revenues have improved 
because of better collection and a new tax 
levied on the gross turnover of all indus- 
tries, traders, banks and professional 
people. 

Thus, judging by economic indicators, 
Sri Lanka is on a reasonably sound 
economic path. By reducing its current- 
account deficit last year it has been ward- 
ing off pressure on its reserves. It has man- 
aged to keep its currency in reasonably 
good shape on foreign-exchange markets. 
International banking circles believe that, 
if the country can hold its breath for a 
while, it can live with a brief difficult period 
ahead which could show a higher current- 
account deficit. — SALAMAT ALI 
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INTRODUCING THE 
HYSTER XL SERIES 


Anyone who knows lifttrucks designed a basic lift truck with no 





knows you can't do better than frills but plenty of muscle. Then 
Hyster. Hyster has a reputation for we performed some purchasing 
quality, durability, performance and production magic and came 
and features. up with the best lift truck value 
And when benefits like that youve ever seen—the new Hyster 


are engineered into a lift truck, its XL series! Rugged, reliable, pure 

likely to be a bit more expensive. Hyster, through and through. With 
Until now. proven designs and components 
Now there is a new 2 to 3-ton | to hold down the 

lift truck series that offers Hyster — 54 = 4) costs of ownership. 









qualityatlesscost. . .  — The new 

Substantially 7 Hyster XL series 
less cost! How |; us | .. quality without 
did we do it? We high cost. 








HYsSTER A whole lot more for less than you think. 


C] w Hyster Company Representative Office, Killiney Road, PO. Box 276, Singapore 9123, Republic of Singapore. Phone: 235-2180. 





How can a man get 
ondering it the 
sent to New York 


He can rest easy. Chase has the latest computer technology in place to transfer US 
dollars to any money center in the world. And to confirm it instantly. And deliver 
printed confirmation the next day. That’s banking on Chase Time. 

A transfer with Chase is virtually error free. At Chase, we like technology tok 
easy to live with. So, unlike other funds transfer systems, Chase can take your orde 
in just about any form. By mail, phone, telex, SWIFT, or from the computer termin: 
right at your desk. The minute you deliver it we feed it into our computer system: 
And speed it on its way to any of over 100 countries. It's no wonder that we transfe 





















A And dns you use a Chase a Regional Cie Center located in Hong Kong, 
ir gppore. and | Tokyo there: is no pou in dea ing with continents s that thavet time 


ising information it’s heu h your time zone. Before it it’s a trsuisforiad. 
- Now more than ever, time is money. So call the Chase M lanhattan Bank. 
contact Anna F. DeRossi, Second Vice-President. Tel: "X "—- 5-1905005. 


In the race against time, the Chase i Is on. 
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What if you chose Hewlett-P- 
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T 
“At China Engineering “At Harpers Shipping, we selected and 
Consultants, Inc., our HP computer installed an HP 3000 computer 
system reduced engineering time system in order to allow us to improve 
by 50% in the design of a major operational efficiencies? 


highway in Saudi Arabia? 


“In this age of containerization” says Soh Fook Seng, 
Mr. Ming Y. Hsieh, Manager of CECI Computer Center, says: Manager, Container Services, “actual days of shipping are 


“China Engineering Consultants, Inc., (CECI), with head- now compressed. It follows that the time allowed to produce 
quarters in Taipei, was selected by the Saudi Arabia govern- accurate accompanying documentation must be reduced at 
ment to design and supervise construction of two highways, least in the same proportion. 

845 km in length. Time and budget constraints plus a rugged Initially, the time and labor required to complete final 
terrain dictated use of the most effective design techniques!’ manifests with the HP 3000 was roughly 2⁄2 days as 

“CECI has also put its HP based computer center to work compared with 7 days when done manually — a 280% 

for construction drawings, engineering study, project improvement. Even greater productivity is anticipated with 
analysis and business applications? the development of more experience. 

CECI, one of Taiwan's major consulting engineering firms "We are now able to redeploy staff to other operations and 
with activities in road, harbor, railway, airport, bridge, accommodate our growth without adding new employees. 


building design and construction supervision, has used HP Also, with the capability the HP 3000 has brought us, 


computers both in its head office and Riyadh office. internal morale has improved and our customers know that 


we are keeping pace with the demands of modern business— 
theirs and ours. Thus, we feel confident in maintaining our 
position as a leading agency in international shipping: 








-You too could count on results. 
= Hewlett-Packard makes a wide range of computers, terminals, 
^. and peripherals from desktop models through mini-computers 
. to powerful multi-terminal data base and distributed systems. 
~. They deliver computing power to fit your changing levels 
oo. Of need. 
~ HP. brings to its computers the same quality of manufacture, 
- ^. reliability and support services that customers have come to 
~ >. expect from HP's electronic, medical and analytical instru- 
. . ments and systems, and personal calculators. For example: 
In the Far East and Southeast Asia, HP's sales and customer 
support organizations maintain a full complement of factory- 
trained personnel and facilities right up front, where they are 
needed. Additionally, vía our Far East. Headquarters, now 
established in Hong Kong, each of our offices provide added, 
close-by backup to each other, whenever necessary. 






Local Partnership 

-.. M youenter into a partnership with HE a wide variety of 
resources become immediately available to you such as: 

<e Pre and post sales applications engineering 
-+ Software, maintenance and systems analyst support 
© Operations training, on-site or in our PHdining facilities 
-* Complete documentation — 
4 Comprehensive bench and on-site service and repairs during 
iue B warranty period or per post-warranty service contracts 
— o 7* Well-stocked local parts centers - 









| "Technological Leadership 


To ensure a steady flow of computer advances focused: on ease 
Of use, performance and reliability, HP invests 9% — $103 
_ million out of its U.S. $2.36 billion total worldwide sales last 
s s year—in company R&D. Examples of such advances include 
.— . HP's pioneering in SOS, LSI, fiber optics technology, 
. . computer networking and the accepted international standard 
^c for interfacing computers, peripherals and instruments, the 
< HP Interface Bus. 



















'oven Management and Financial Strength 

Finally, HP offers its computer partners the continuity of 
proven management, For forty years, our sales and earnings 

. have maintained a healthy balance, and steady growth has 
beer: financed entirely out of earnings—a sound financial basis 
or a working partnership between HP and our customers. 





ed here or write to John Chua at Sun Hung Kai Centre, 





A hen performance must be measured by results. 
PACKARD 


"or more information about HP products contact the offices 


; & 6th Floors, 30 Harbour Road, Wanchai, Hong Kong. 


Asian Sales & Support Offices 


AUSTRALIA 

Melbourne, Victoria Office 
Hewlett-Packard Australia Pty. Ltd. 
BLACKBURN, Victoria 3130 

Tel: 89-6351 


HONG KONG 
Hewlett-Packard Hong Kong, Ltd. 
HONG KONG 
Tel: (8) 832 3211 


INDIA 

Blue Star Ltd. 
BOMBAY 400 025 
Tel: 46-65-55 


INDONESIA | 

BERCA Indonesia PT 
JAKARTA 

Tel: 373009 

JAPAN 
Yokogawa-Hewlett-Packard Ltd. 
Suginami-ku TOKYO 168 

Tel: (03) 331-6111 


KOREA 

Samsung Electronics 

SEOUL 

Tel: 8334311, 8330002 

MALAYSIA 

Hewlett-Pac kard Sales { Malaysia) 

Sdn, Bhd. 

KUALA LUMPUR 

Tel: 483544 —— 

PHILIPPINES 

The Online Advanced Systems 
Corporation 

Metro MANILA 

Tel: 85-35-81, 85-34- 91, 85-32-21 — 





SINGAPORE 


Hewlett-Packard Singapore ( (Pty) 
L td. 

SINGAPORE 0511 

Tel: 631788 


TAIWAN 

Hewlett-Packard Far East Ltd. 
TAIPELD 

Tel: (02) 751-0404 
THAILAND 

UNIMESA Co. Ltd. 
Bangchak, BANGKOK 

Tel: 393-2387, 303.0338 











THE FIRST CHOICE 


Sheraton Hotels 


WHERE STYLE SURROUNDS YOU 








Day to day, city to city, the service and In the morning, it’s freshly pressed clothes, 
amenities are always unsurpassed when you spend the morning paper, sparkling room service and 
your day with Sheraton. That’s the Sheraton sparkling Sheraton people. During the day, it’s 
style worldwide. outstanding meeting facilities for groups of all 

In Tokyo, it’s a casual meeting in the Garden sizes. It’s the pools, the shops, and Sheraton’s 
Lounge overlooking the hotel’s ten-acre Japanese central locations that put you close to all the 
garden. In Bangkok, our style surrounds you in major airports, business districts, and shopping 
a private dining room in the Bon Vivant Grill, areas. And at night, it’s the finest in food and 
ideal for small meetings and parties. drink in a superb variety of restaurants. It’s the 


Now that’s style. best entertainment, proximity to each city’s 





Asia, and Australia. And soon we’ll have three new 


@ SEOUL hotels—in Auckland (late 1982), Brisbane (1983), 
n and a second hotel in Singapore (1984)— all delivering 
TOKYO the same consistent level of excellence morning, 
á noon, and night. Because when you travel this far 
ONG KONG to do business, your day is too important 
le To ^ to have it any other way. 
BANGKOK $ dye For reservations at any of the more than 420 
Sheraton Hotels worldwide, call your Travel Agent 
SINGAPORE | °’ or call Sheraton at: 
Hong Kong 3-691111 Manila 50-60-41 
Abas Tokyo 03/264—4270 Bangkok 233-5160 
(1983) Osaka 06/314-1019 Sydney 29-2222 
^ Seoul 445-0181 Melbourne 63-6741 
` Singapore 235-4941 Perth 325-0501 
FERTH S | Auckland 793—509 
£m AUCKLAND 
nightlife, and some of (1982) go 


the finest accommodations 

you ve ever had the good fortune to come back to. 
Morning to night, Tokyo to Bangkok, Sheraton 

always surrounds you with distinctive style. You’ll 

find it in eight hotels all over the Orient, Southeast 














Pe D Sees 
4 £3 a yv mN > 
" C WM S RATE x» 
^ à A 
op oe d 


| WEE ABER 
k sz z et my A Pp DT 

RISBANE (LAT 
f UNE (LA 


Wart Lo rs ee ke 
vr EET ERE 


; 
a 


EA 


TA 





SIEMENS 


Tailored Technology. 


The correct combination of product and know- 
how. That is, a universal range of standard 
oo backed by wide experience. 

or over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored solu- 
tions together, in 127 countries, every day. 


B An example from the Philippines: 
| -Pil The Philippine Long Distance Telephone 
aṣ; {| Company (PLDT) has placed orders 
+. em with Siemens for an electronic commu- 
"4 nications network totalling 230000 
l telephone line units of which more than 
| 100000 are already operating. 
"n c The public communications network, 
-- mainly for the Capital Manila, includes 
|| equipment for national and internatio- 
1 nalcalls, radio relay equipment and 
telephone terminals »Masterset«. 


lf you want to know more about 
Siemens and the part it can play in the 
; realization of your electrical engineer- 
! ing requirements, write to: 
Siemens AG, P. O.B. 103h, 
“8 ~D-8000 Munich 1 


Telecommunications by Siemens 





 -——-—— 
The world's largest earth station 
for intercontinental telecommunications 
at Raisting, near Munich 





Benson & Hedges 
Special Filter 


Created and perfected by the House of Benson & Hedges 


WW F/ Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survIve 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWE needs money - your money. 
Please send contributions to the WW F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather. 








THE UNITED OVERSEAS 
BANK GROUP 
OPENS ITS FIRST INNINGS 
IN AUSTRALIA. We are pleased to announce 
the opening of our Australian Representative Office in Sydney. 
With group assets exceeding S$9.7 billion, and a network 
of 85 branches and 2 agencies, the United Overseas Bank 
Group stretches from Singapore and Malaysia to Hong Kong, 
Tokyo, London, New York, Los Angeles, and now Sydney. 
A network which makes us well-placed to serve you 
internationally. 
For further information, contact your local 
branch of the United Overseas Bank Group, or write 
to our Sydney Representative Mr Paul W. L. Lau. 





UNITED OVERSEAS 
BANK GROUP 


United Overseas Bank Ltd, Representative Office in Australia, Suite 5, Level 60, MLC Centre, Martin Place, Sydney, N.S. W. 2000, Australia. 
Tel No: 221-1924; 221-2518; Telex: TYHUA AA 73507. 
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IMPACT-FCB Belgium SMM/019 


"l've put you on Sabena" 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 2k0= he. 
Your travel agent or | E EA 
nearest Sabena office omma 3 

has all the details. belgian world airlines 
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et us now praise the famous Henry 

Kissinger. He and his president, 
Richard Nixon, voyaged to Peking, end- 
ing more than 20 years of destructive hos- 
tility towards China. They visited Moscow 
as well and, though they both oversold the 
process they called detente, they attempt- 
ed to conduct United States-Soviet rela- 
tions more rationally than had been done 
before. It is impossible to quarrel with 
Kissinger's basic premise that the peace of 
the world depended upon the stability of 
that relationship. The agreement which 
resulted from the first Strategic Arms 
Limitation Talks, which Kissinger 
negotiated with considerable: skill, un- 
doubtedly helped secure that peace. 

Enough of praise for the man. Now for 
the book. This is Kissinger’s second vol- 
ume of memoirs. In the first, which cov- 
ered his first four years of office in 1,500 
pages, he promised that the second and 
last would cover the final four years. Alas, 
once again Kissinger has not kept his 
word. This second volume is 1,283 pages 
long and covers only 18 months — from 
the Paris agreement of January 1973 to the 
resignation of Nixon in August 1974. The 
Ford years and the collapse of Kissinger’s 
policies in Indochina have been relegated 
to yet another massive tome. In all he will 
probably have used up 4,000 pages by the 
time he is done. Arclight memoirs. 

Obviously, though such saturation writ- 
ing is exhausting for the reader, it pro- 
duces much that is of interest. Kissinger 
produces good portraits of some of the 
men and women of power with whom he 
dealt, and he is able to sustain most of the 
narrative well. In this he owes much to Sir 
Harold Evans, former editor of The Times 
and The Sunday Times of London, who 
worked for Kissinger — editing, polish- 
ing, refining his prose. Kissinger praises 
him in the introduction as “a great editor 
. . . With his fine eye for structure and his 
implacable assault upon the redundant.” 
Actually that assault was by no means im- 
placable enough. 

Another problem with Kissinger’s mas- 
sive books is that one simply does not 
know how much of them is true. Daniel 
Moynihan once quoted Kissinger’s aide, 
Helmut Sonnenfeldt, as saying: “Henry 
does not lie because it is in his interests. 
He lies because it is in his nature.” If one 
checks Kissinger’s account of events 
against that of his former employer, 
Nixon, there are significant differences. It 
is not necessarily Kissinger one should be- 
lieve. | 

Another thing to be borne in mind by 
‘anyone who has both the money and the 
time to read these memoirs is that it is Kis- 
singer's purpose to persuade us that his 
books are totally comprehensive, far and 
away the most complete record of those 
years. Indeed, perhaps this is the most im- 
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 Kissinger: blaming others. 


portant of his long-term intentions. Many 
reviewers have commented that the books 
will be essential reading to students of in- 
ternational affairs for decades to come. 
That is no doubt true. 

What is not true is the assertion, which 
many reviewers have also made, that the 
books contain every meeting, every 
memorandum, every trip, every initiative 
in which Kissinger was involved. That is 
certainly the impression Kissinger seeks to 
convey. It is false. For example; Volume 
One contained only eight pages on Iran — 
hardly commensurate with the impor- 
tance of the subject. 

Kissinger continues in this book the rap- 
turous love affair with Zhou Enlai on 
which he embarked in Volume One. It is a 
love which blinds him. He complains bit- 
terly throughout the book of the double 
standards of Western liberals who direct 
far more righteous indignations against 
the tyrannies of the Right than those of the 
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In Henry Kissinger's latest volume of 
memoirs, Years of Upheaval (Weiden- 
field and Nicolson/Michael Joseph, 
£15.95 [US$28.70]), a special appendix 
is devoted to refuting the criticisms of 
the secret war waged in Cambodia con- 
tained in Sideshow: Kissinger, Nixon 
and the Destruction of Cambodia. That 
book, which aroused Kissinger's ire 
and caused considerable controversy, 
was by William Shawcross, a British 
journalist and long-time contributor to 
the REVIEW. 


William Shawcross 


The only historian in step . . . 


Left, and he makes up for this by con- 
stantly reminding us of the brutalities of 
the Soviet, East European, North Viet- 
namese, Khmer Rouge and other “Third 
World radical" regimes. 

He does not, however, criticise China 


. on this score. Indeed, he actually exempts 


China: "Whenever I have left a com- 
munist country (with the exception of 
China) I have experienced an overwhelm- 
ing sense of relief. When one breaks free 
of the monochrome drabness, the stifling 
conformity, the indifference to the uni- 
queness of the human personality, the re- 
sult is a sudden easing of tensions, a feel- 
ing akin to exhilaration." The question 
surely has to be why China is an exception. 
China is, in fact, a far more effective total- 
itarian society than the Soviet Union and 
its satellites; no Chinese Solzhenitsyn has 
ever been allowed to emerge and there has 
been no Solidarity in the People's Repub- 
lic. 

In Volume One it was above all the 
Soviets who were compared unfavourably 
with the Chinese. This time it is the turn of 
the north Vietnamese. Thus their prime 
minister, Pham Van Dong, “represented a 
people who had prevailed by unremitting 
tenacity; Zhou Enlai was the leader of a 
country that had made its mark through 
cultural pre-eminence and majesty of con- 
duct. Pham Van Dong's strength was 
monomaniacal absorption with the ambi- 
tions of one country; Zhou was quintes- 
sentially Chinese in his conviction that 
China's performance was morally relevant 
to the rest of the world." 


Or: is forced to ask whether such ele- 
gant turns of phrase have any meaning 


at all. There is much that is of Chinese ori- - 


gin in Vietnam. And surely the Vietnam- 
ese communist leadership is likewise abso- 
lutely convinced that its performance is 
"morally relevant to the rest of the 
world"? 
Kissinger's absorption with Zhou leads 
to an extraordinary account of the 1973 


bombing of Cambodia. I want to examine 


it in some detail, because it is typical of 
Kissingers method. On the surface it 
looks authoritative, moderate, persua- 
sive, skilled. But when one examines the 
detail — of what he has included and of 
what he has omitted — it defies reason. 

I am pleased at this point to declare a 
personal interest. Kissinger goes to some 
lengths in this book to attack my own book 
Sideshow: Kissinger, Nixon and the De- 
struction of Cambodia. He presents my 
arguments in so distorted a way asto make 
them appear, indeed, *an absurd myth" 
which he can then consign to “a special 
place in the history of hypocrisy.” Thisis a 
technique he uses often and with consider- 
able skill. 

He also includes a whole appendix de- 
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voted to denouncing me; this is written by |. 


Thomas Enders, who covertly ran the: 


massive 1973 bombing of Cambodia on 
Kissinger's behalf out of the US embassy 
in Phnom Penh and who is now conduct- 
ing US policy towards Latin America. | 
cannot understand why Kissinger in- 
cluded Enders’ little work; as far as I can 
see it does a good deal to help my case, 
and Į am delighted to see it in print. 

In neither this volume nor its predeces- 
sor does Kissinger deal with many of the 
central charges which I, or other critics, 
have made against his Cambodia policy. 
In Volume One, for instance, he wrote al- 
most exclusively about the secret bombing 
and the 1970 US invasion. He made no 
mention whatsoever, for example, of Na- 
tional Security Decision Memorandum 89 
in which, against the advice of William 
Rogers and Melvin Laird, he selected the 
most impractical proposals for the 
militarisation of the Lon Nol regime — a 
decision which had very serious conse- 
‘quences for the regime's ability to defend 
itself. There is no mention of it in Volume 
Two either. | 

By January 1973, where Volume Two 


Kissinger with Zhou Enlai: a blinding love . . . 


begins, Cambodia had been at war for al- 
most three years. Hundreds of thousands 
of people had fled from their land to es- 
cape fighting, bombing and the growing 
cruelty of the growing Khmer Rouge for 
the comparative safety and the squalor of 
the cities. Cambodia was not included in 
the Paris agreement largely because the 
north Vietnamese were unable to per- 
suade the Khmer Rouge to accept, as they 
had done, a temporary compromise. 

After the Paris agreement the US 
could no longer bomb in Vietnam or Laos. 
So the entire weight of the US Air Force 
was switched against Cambodia. The ex- 
tent of this massive new campaign im- 
mediately aroused political opposition in 
the US. But rather than take account of 
that and cut back the bombing, Kissinger 
and Nixon extended it. As so óften their 
lack of proportion was quite counter- 
productive to their own aims. 

The essence of Kissinger's argument 
over Cambodia (and he confines himself 
to just one point, ignoring all others) is 
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that the massive 1973 bombing was not 


only nicely done but was also essential to 


the peace of Indochina. It was, indeed, the 
only thing that could have saved Cam- 
bodia from the horrors of the Khmer 


Rouge. Cambodia was condemned: to 


those horrors, he claims, by the end of the 
bombing which congress imposed in Au- 
gust 1973. 


Ie declares that his relationship 
with Zhou was such that at the height 
of the 1973 bombing — nay, because of the 
bombing — the Chinese leaders agreed on 
a plan to end the war. According to Kis- 
singer, at the end of May he proposed a 
package to the Chinese. (He conceals the 
fact that this was well after congress had 
begun its anti-bombing legislation.) 

His package included: an end to the 
bombing: the departure of the ailing and 
ineffective Cambodian leader, Gen. Lon 
Nol; a ceasefire in Cambodia; talks be- 
tween the remains of the Lon Nol group 
and the other side which was nominally 
led by Prince Norodom Sihanouk and in 
which the Khmer Rouge were becoming 
the dominant force, and talks in Peking 






d 


between Sihanouk himself and David 
Bruce, head of the US Liaison Office. 
"And when this process is completed, in 
some months, we would not oppose the 
return of Prince Sihanouk to Cambodia. 
But it is a process that has to extend over 
some time, and it must not be conducted 
in a way that does not take into account 
our own necessities" (page 352). 

This proposal, as Kissinger well knows, 
was absurd. Sihanouk's return was cer- 
tainly the only thing that might have saved 
Cambodia. But it could have worked only 
if done with speed — Lon Nol out and 
Sihanouk immediately in, so as to present 
the Khmer Rouge with a fait accompli. 
Kissinger himself repeatedly says that the 
Khmer Rouge were maniacs. Why should 
they abide by a ceasefire for several 
months to allow Sihanouk (whom they 
hated) to return according to a timetable 
devised by Washington? What would hap- 
pen to the government in Phnom Penh 
during that time? 

Despite such obvious problems, Kis- 
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singer claims that the Chinese were quick 


to follow up his proposal. What evidence 
does he give? Why, that on June 4 Huang 
Hua, the then Chinese ambassador to the 
United Nations, handed him a message 
saying that China was prepared to "com- 
municate the US tentative thinking to the 
Cambodian side, but as Samdech (Prince) 
Sihanouk is. still visiting Africa and 
Europe, it is inconvenient for us to contact 
him through diplomatic channels . . ." 
(page 352): 

Inconvenient? One wonders why? 
They might not wish to have one of their 
ambassadors’ discuss details with 
Sihanouk, but surely they would have 
asked him to return home to Peking if they 
really wanted to propose something of this 
importance? That question does not occur 
to Kissinger. Or rather, he does not wish it 
to occur to his readers. Instead, he pro- 
claims: “Thus did the Chinese offer them- 
selves as intermediary and step into the 
middle of a Cambodia negotiation." 

Negotiation? What negotiation? So far 
there has been only a unilateral proposal 
by Kissinger; and Zhou never acted as an 
intermediary — his people merely noted a 
message which they did not pass on. 

Kissinger is equally misleading — and 
apparently confused — about the motives 
of the various parties (Hanoi, Peking and 
the Khmer Rouge) and the relations be- 
tween them. Although Hanoi had built up 
the Khmer Rouge after 1970, by early 
1973 the ultra-nationalist organisation had 
made it clear — by literally massacring 
anyone associated with Hanoi — that they 
were determined to be independent of 
north Vietnam. They bitterly rejected 
Hanoi's pressure to take part in the Paris 
peace talks. The tensions between the two 
sides were well known to the CIA and cer- 
tainly also to the Chinese. 

Nonetheless, Kissinger asserts "it was 
the communist Khmer Rouge, organised, 
armed and sponsored by Hanoi, that 
blocked Cambodia's inclusion in the Paris 
Peace Agreement . . . No doubt we over- 
estimated Hanoi's influence on the Khmer 
Rouge at various times . . . But there can 
be no doubt that the decision on a fight to 
the finish was Hanoi's." This is absolutely 
untrue, and on page 348 Kissinger ac- 
knowledges that Hanoi's “plea” that it had 
little influence over the Khmer Rouge by 
1973 was “probably truthful.” 


Isewhere Kissinger declares of the 
Khmer Rouge: “Theirs was a demonic 
ideology, ruthlessly applied” (page 349). 
But he also asserts that under the Kis- 
singer-Zhou plan these demons would 
have compromised. Why? And why does 
he suppose the Chinese would have press- 
ed for this? Because, he says, “they know 
that a total Khmer Rouge victory 
would ... guarantee Hanors domina- 
tion of Indochina" (page 349). But this is 
also quite false. The Khmer Rouge were 
already fiercely independent of Hanoi and 
leaning towards Peking. (After their 
“total victory" in 1975 they became even 
more so.) 
Kissinger goes on to say, "Zhou Enlai 
could have sold any such proposition to 
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the Politburo in Peking — and especially _ 
to Chairman Mao — only with the argu- 


ment that a total Khmer Rouge victory 
was impossible | because) Washington 
would never tolerate it and that it would in 
any event aid the hegemonic aims of 
Hanoi." (But China knew better than any- 
one that Hanoi had no hegemony over the 
Khmer Rouge.) “Nor could he possibly 
have made it palatable to the Khmer 
Rouge without the argument that only this 
scheme would bring about the end of 
American bombing.” Even more absurd. 
“And the Khmer Rouge would not have 
acquiesced unless convinced that they 
could not prevail militarily in the face of 
continued bombing. Hence, even though 
he would not admit it, Zhou needed our 
military actions in Cambodia for the effec- 
tiveness of his policy almost as much as we 
did. Our bombing was a bargaining chip 
' for two parties even though one of them 
condemned it." 

It is hard to think of an argument more 
tortuously conceived, and less. convinc- 
ingly told. Yet, without a single shred of 
evidence except his own rendering of 
scraps of a very few rather ambiguous con- 
versations with Chinese officials, Kis- 
singer plods on. 

Why did the alleged agreement be- 
tween Zhou and Kissinger eventually col- 
lapse? Because, says Kissinger, of con- 
gress’ dreadful obtuseness in ending the 
bombing. There is a problem here which 
Kissinger simply ignores. The first vote 
against the bombing was taken in the 
House of Representatives on May 10; yet 
Kissinger made his “proposal” to the 
Chinese only on May 27. They "offered 
themselves as intermediaries,” according 
to him, on June 4; we subsequently dis- 
cover that this was the very day the senate 
voted, after a protracted debate, to cut 
funds for all military operations in 
Indochina. Yet he claims that congress' 
final vote at the end of June surprised and 
shocked the Chinese. 

Kissinger claims that after the vote 
' (page 356): “I was desperate. A bombing 
cut-off would destroy our only bargaining 
chip — and the sole stimulus for Chinesé 
involvement. Zhou Enlai needed to be 
able to argue to the Khmer Rouge that he 
had brought them the end of our bombing, 
in exchange for a compromise involving 
Sihanouk and parts of the existing struc- 
ture. The negotiations now in tenuous 
train were our last throw of the dice. If 
they failed, Cambodia, and soon there- 
after South Vietnam and Laos, would be 
doomed." 

What? Now he is saying that the entire 
policy of Vietnamisation — the mainte- 
nance of non-communist Vietnam, Cam- 
bodia and Laos — depended on an am- 
biguous understanding between himself 
and not even Zhou but a middle-level 
Chinese foreign service official which he 
could not reveal to congress, and that this 
understanding depended in turn on con- 


tinuation of an American bombing cam- 
paign which the Chinese were publicly ' 


condemning. The notion is ludicrous and 
Kissinger must know it. 
Nonetheless, Kissinger did have reason 
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for concern when congress on June 29 


banned all further US military activity in 
all of Indochina. This completely with- 
drew the stick with which he had hoped to 
enforce the Paris agreement. But when he 
claims that it condemned the three coun- 
tries of Indochina to communism, it is 
necessary to remember that congress 
would not have taken such action had its 
war-weariness which, contrary to Kis- 
singer's claims, long predated Watergate, 
not been provoked by the massive bomb- 
ing. 


his version of history gives Kissinger 

some bizarre problems. When, for 
example, a group of US congressmen met 
Zhou in Peking in July he attacked the 
bombing. So Kissinger dismisses this as 
"the standard boilerplate criticism of our 
Cambodian policy . . ." 

Senator Warren Magnuson responded 
to Zhou that patience was required and 
that congress had ordered the bombing 
ended on August 15. At that Zhou was 
angered. Kissinger's interpretation? “I 
understood. Zhou saw emerging before 
him his geopolitical nightmare: Indochina 


Li 
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... and with Nixon: recording history differently. 


dominated from Hanoi and allied with the 


Soviet Union, brought into being by an. 


obtuse superpower that did not deign to 
give its own diplomacy a chance to suc- 
ceed." In reality, the evidence already 
showed that the Khmer Rouge would be 
utterly independent of Hanoi. 

There is of course another, rather sim- 
pler, interpretation: that the Chinese ap- 
proved of the bombing no more than any- 
one else, that they saw it as an obstacle 
rather than a prerequisite to settlement 
and that Zhou's “boilerplate criticism" 
was actually reasonably straightforward. 
The actual words he used — which Kis- 
singer carefully does not quote — suggest 
this. He warned the American delegation 
that though Sihanouk was *a peaceloving 
Buddhist," Washington was "forcing him 
to put himself into the battle." China's 
own patience, he said, was "not unli- 
mited." 

When Sihanouk eventually returned to 
Peking he told his friend, the French am- 
bassador, that he could not possibly see 
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Kissinger now that the bombing had been: 
turned into such an.obvious form. of 
duress. On July 5 he announced publicly, 
that he had made three attempts to see 
Kissinger and had been rebuffed. This 
time he would not be in Peking when Kis- 
singer arrived. 

These are just some of the inconsisten- 
cies and inadequacies which appear in Kis- 
singer's case for his Cambodia. policy. 
There is no reason to suppose that his 
acocunt of many other aspects of his 
stewardship would not reveal similar flaws 
or, as in this case, be capable of com- 
pletely different interpretation under 
scrutiny. In this case, perhaps the final 
point to be made about his description of 
his Cambodia “breakthrough” with China 
is that it has never been mentioned before 
by anyone else. 

Had the plan for peace got as far as Kis- 
singer claims, only to be destroyed by con- 
gress, it seems inconceivable that Nixon 
would not have demonstrated in his 
memoirs how he had almost saved Cam- 
bodia from the horrors of the Khmer 
Rouge. Yet Nixon's memoirs, though at- 
tacking congress, make not a single men- 





tion of the process Kissinger describes. 
One is forced to conclude that at the very 
least Kissinger is, post facto, exaggerating 
its significance. This sort of problem 
makes it very difficult to trust much of 
what he writes. 

Cambodia is just one example. 
Throughout the book Kissinger continu- 
ally blames his opponents, real or im- 
agined, liberals or conservatives (but 
especially liberals), bureaucrats or com- 
munists — for either their shortsighted- 
ness or their hypocrisy. It is always their 
conduct, their jealousies, their pettiness, 
their shortsightedness that make his plans 
go awry. He acknowledges that the abuses 
of power of Watergate sprang from the 
Vietnam war, but rarely, if ever concedes 
that it could be his policies, his attitudes, 
his priorities, his secrecy, even his 
paranoia which were at fault. In reality 
Kissinger is at the core of the disaster that 
embraced both Indochina and the US 
Government. In his book he is merely sin- 
ned against. The effect is not gracious. 
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Australia’s turnaround reflects aluminium’s fading hopes 


An alloyed optimism 


By Brian Robins 

Sydney: Ambitious plans to expand Aus- 
tralia’s aluminium sector have ground to a 
halt, with a mounting number of new plant 
deferrals and more recently, cutbacks in 
the operating levels of existing smelters. A 
number of major international producers 
have walked away from smelter plans 
within Australia, but the domestic 
aluminium groups are still in the main pro- 
ceeding with their plans. CRA Ltd, an 
offshoot of the Rio-Tinto Zinc group of 
Britain, moved to shore up the future 
metal outlet position of its Comalco af- 
filiate by acquiring a 50% stake in the 
aluminium assets of the Showa Denko 
group of Japan for about A$100 million 
(US$105 million). 

But decisions such as this are uncom- 
mon, as recently released estimates of 
Australia’s future share of the world 
aluminium industry have been drastically 
reduced following plant deferrals. A re- 
cent study by an independent research 
group, Australian Mineral Economics, es- 

‘timates that by 1985 Australia’s share of 
the world aluminium industry will be only 
6.6%, against earlier estimates of 9.3%. 
To date, plans for three new aluminium 
smelters have been shelved, and expan- 
sion plans for an existing smelter have 
been deferred. With the slowdown in the 
world economy and the plunge in demand 
for aluminium there is little chance that 
many of these plans will be reactivated 
quickly. 

Much of the planned new capacity was 
expected to replace existing capacity in 
Japan, which is being wound down largely 
owing to the lack of competitiveness of its 


às 
CS E" A 
_— i 

m g P 

2 LE 3 ` 

4 


C é 3a 70 m X ox 
QAL's Gladstone refinery: purchasing may be switched. 





Fo industries can have seen their prospects change so rapidly from expan- 
sion to contraction as aluminium in the Asia-Pacific region. Ambitious plans 
to expand Australia's aluminium sector are being cut back sharply and though 
Indonesia is pushing ahead with its own plans to build an integrated aluminium 
industry, Asean as a whole is taking steps to cope with what it acknowledges to 
have been excessive investment in aluminium in récent years. Soaring energy 
costs and slumping demand are behind the industry's sudden change of for- 
tune (REVIEW, Feb. 5) but a revolutionary new process under development in 
Japan could once more restore its fortunes. This has more favourable implica- 
tions for the producers in industrialised Japan, Europe and the United States 


than for those in the developing countries of Asia and elsewhere, however. 





aluminium smelters mainly because of 
high energy costs. 

As figures recently released by the Ja- 
panese Ministry of International Trade 
and Industry (Miti) show, the price of 
electricity for aluminium smelting in 
Japan is Y 14 (5.7 US cents) per kw. (1980 
figure) compared with *3-5 in Oceania 
for the same period. This differential has 
significant implications for the industry, 
an important user of electricity. The Miti 
figures show that it takes between 15,000 
and 15,500 kw. of electricity to produce 
one tonne of aluminium in Japan. 

„But while Australia has managed to sell 
itself to the major international 
aluminium groups as a provider of cheap 
electricity, it may still not be competitive 
enough — over the past two years there 
have been many enquiries to groups in 
Brazil and Venezuela concerning the pos- 
sible establishment of aluminium smelters 
there. 

While the internationals weigh their lo- 





cation options, a change of tack by various 
Australian producers will underpin some 
of the projects coming on stream. 

The logic behind Australian groups' 
push into aluminium was to become fully 
integrated producers. Australia is already 
the world's largest bauxite producer, ac- 
counting for more than 30% of output, 
some of it refined in Australia. Owing to 
the distance of Australia from major 
bauxite users and rising freight costs, the 
level of Australian bauxite production re- 
fined domestically will have to grow. 

Alcoa of Australia operates bauxite 
mines in Western Australia which feed its 
refineries at Kwinana and Pinjarra. 

At Weipa, Comalco operates a bauxite 
mine which feeds the Queensland 
Alumina (QAL) refinery at Gladstone in 
which it holds a 30% interest, and the 
Eurallumina SPA refinery in Italy, in 
which it has 20%. Eurallumina has 
shelved plans for expanding alumina out- 
put and its future as a buyer from Comalco 
is also under review. Since 1979, Comalco 
has found the cost of transporting its baux- 
ite across-to Europe exceeded production 
costs. The added cost of Australian baux- 
ite following oil price rises is forcing the 
partners in Eurallumina to consider 
switching purchases to West Africa. 

Comalco may therefore have to diver- 
sify its outlets further. OAL has cut pro- 
duction of alumina at its Gladstone facility 
back to 85% of rated capacity, a major 


drop for the plant — which as recently as 


mid-1980 was operating at 120% of capa- 
city of about 2 million tonnes a year. The 
cutback will particularly affect Comalco, 
which supplies the refinery with the bulk 
of its bauxite input from its Weipa mine. 
Comalco has already reported that pro- 
duction of bauxite at Weipa fell 2695 in the 
first quarter of 1982. 

One bright spot for Comalco is a joint- 
venture aluminium smelter now under | 
construction at Boyne Island in Queens- 
land. The first potline is due to be progres- 
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aluminium prices and expensiv 
the decision.) The power stati 
| sion is due for completion in mid-1984, 
| after hi i t 
t |fateofthesmelter. . > 
|] With the smelter shut down, $ 
| is seeking to rearrange the alumin: pl 
contract. However, the loss of the market 









will total some 30,000 ) tonnes. Ann ual pro- 
‘duction will reach 205. .000 tö 
"Comalco's. st ( 
from Kaiser Al 
: States, Comalco’s part It 
¿Sare all Japanese groups, “held 
— Sumitomo Light Metal Industries, Kobe | 
.. Steel, Mitsubishi. Corp., Yoshida Kogyo..|. 
.KK and Sumitomo Aluminium Smelting. | Tomago smelter is due to come on stream 
-omalco has the right to take up 90% of | 
the output of stage two of the Boyne’ Is- ] 
land smelter which; if it proceeds, would: 
see the ultimate capacity rising to 412 000 : 
tonnes a year from four potlines... 
fh hile Comalco could see.a dow itur 









































| -| contracts 
the recent decision by its parent, CHA. to. 
take 50% of the equity in the. aluminium . 
usiness of Showa Denko should pro f 
the company with a ‘significant outlet for. 
production. That move was the first real 
indication that the-Japanese aluminium - 
YN industry i is willing to allow outsiders to ac- 
e uire a direct interest. 
The purchase will give Comae a wel- 
: 'come market, though at present, neither - 
. party is willing to indicate what amounts 
may be involved. Showa Denko uses — 
bout 200,000 tonnes of aluminium ayear, | 
itis ania Comalco will supply a. 
tén 
ere at new gmelters i in Austratia, 
During 1980 Showa Denko imported 
me 100,000 tonnes of aluminium from 
. plants in Venezuela and New Zealand. In 
. Japan, its production is reportedly 30,000. 
tonnes out of overall capacity of 162,000. 
tonnes. It is commonly expected that the — 
howa group will shut down all its capacity 
apan and obtain all its needs from im- 
. ports, though. Miti does expect Showa to. 
continue some smelting in Japan. s 
The Showa deal takes Comalco much - 
further towards becoming an integrated - 
producer, cushioning it somewhat from | 
ane vagaries of a cyclical market. | 
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with Sumitomo covering 
aluminium metal supplies of- about 









: 1983. 

"Tomago is the. only smelter in the 
Hunter Valley which is proceeding ac- 
cording to plan. The planned Lochinvar 


potline at its Kurri Kurri smelter (which 
would have taken aluminium production 
to 135,000 tonnes a year, up 45,000 ton- 
nes). Alcan's directors have also decided 









a at slightly less than 80% of capacity. 
The largest producer, whose operations 
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plans to build its own integrated 
aluminium industry. A few months after 
the official inauguration of Indonesia Asa- 
| han Aluminium's (Inalum) aluminium 

situation confronting Gove Alumi- 
im is somewhat different. Along | 
with Comalco it is striving to integrate its. | 
To In addition to its interest in 











the government’s mining company Aneka 
Tambang signed.a contract with two Ame- 





alumina plant on Bintan island, off Singa- 
re. 
The Japanese aluminium industry, 





| move upstrec quickly and lost the 
alumina project, ow hopes Aneka Tam- 
ies of metal a year with production | bang's alumina will be reasonably priced 
ing in the second half of 1983. | | when it hits the market in 1986. The Ja- 
Traditionally, Gove Aluminium has | panese are heavily involved in the Inalum 
| d the bulk. of its alumina under long- | smelter, which will be practically forced to 
- term contract to Alusuisse. In the late 
1970s it signed a long-term contract to sup- 
‘Sumitomo Light Metal Industries’ 
at Sakata — 1.5 million tonnes | 
12 years from July 1980. However, 
(kata smelter is now being shut down 
sarby power: station to be c con- 


y will. ‘imately’? edu 220 000 


bang. 

From the start, 
wanted an aluminium piant, Being electric 
power generated | the 
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wo projects made their un- 


d j| bundling «inevitable, particularly with 





t- 


for 120,000 tonnes a year is not as sharpa 
_blow to Gove as it first appears, since.the 


in the latter part of 1983. Initially; Gove | 
will supply 77,000 tonnes of alumina; ris- 
"ing to 154 000 tonnes when Tornago is - 
fully on stream. This should offset the | tr 
bulk of the loss of the Sumitomo contract. 
| Also, Gove has entered into long-term E. 


, 400,000 tonnes over a 12-year period from . 


smelter has been shelved and Alcan Aus- - 
tralia has deferred commissioning a third | 


to trim production from two existing pot- 
lines and at present the smelter is operat- 


A deal too far " us 


The Japanese expected a big hand int im 
smelter and alumina plant but Jakarta appo thom. 


Jakarta: Indonesia is pushing ahead with | 


smelter in Kuala Tanjung, north Sumatra, - 


rican companies for the construction of an - 


which underes imated Jakarta’s resolve to | 


buy all its alumina input from Aneka Tam-- 


some Indonesians | 
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more Sa a South] Korean co ia 
has been moving ahead with plans 
tablish a new smelter producing. 
tonnes a year. These plans appe 
much more advanced than re; 
and may include : among other | 
vately-built power station. Alc 
pected to take direct equity of mc 
20% in this project, providing it 
market for its alumina. BHP also 
of the nearby Worsley alumina refi 
and, following its decision to drop 
proposed Lochinvar smelter proj 
be seeking a new outlet for its s 
Worsely production. It has 
into discussions with the $ 


group... 
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Jakarta insisting that at Asation wh 
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erate the electricity. The J 
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ity. Economically too, Japan’s alumi 
smelter lost dramatically in intern 
competitiveness with the coming of 
crises, while alumina plants did not. 
the late 1970s the Indonesians were j 
ing Japan to get on with the al 
ject. Industry Minister 
Suhud, closely associated 
project, wanted the alu 
Kuala Tanjung, next to 
smelter, while Minister for ! 
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1 | ters to find other partners. Nhe | 
panese learned that Jakarta was talking” 


| 1 be bui: S Showa’ Denko on Bintan 


sisal Sricharatchan ya 


gkok: Aluminium products manufac- 
in Asean are working on plans to 
perate with each other at a time of . 
gnation in the industry worldwide. The 
ional industry has been. expanding fast 
recent years, with private investment 
wing in at a level which would now ap- 
t to be excessive. 
lea now is for Asean countries to 
ement each other, with products 
idardised and intra-Asean trade step- 
| up. Industry leaders agreed on the 
d for this during the first meeting of the 
2an Aluminium Industry Club (AAIC ) 
d here recently.: 
Ns a first step, all relevant information. 
1e production and use of aluminium 




























bank at the AAIC secretariat in 
‘ok by August. (The AAIC was only 
! med ii in June bu y 





cts. in each member state will be fed 


vant. ia eri could b pred 
id Tni which could, be Sodi to : 
| of the aluminium smelter. The Japanese 
felt that they had never been offered the 
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Officials. say private hvestment in up- | 
Stream. aluminium Aa — - includ- * 




















seriously with Kaiser Aluminum Techni- 
cal Service and Kaiser Engineers Interna- 


volved in the alumina project would be 


taking equity in it. It was always assumed 


that the Japanese would take equity in- 
terests in the alumina project asin the case 


option of simply building an alumina plant 

for Indonesia, which would have been 

much easier for them financially. 
Although Kaiser Aluminum and Kaiser 


Engineers are now independent of each | 4 


other in terms or Sepia wag latter has 


which ed i dome s process eaor 


ogy. According to a recently signed con- 


tract for a 600.000 tons-per-year alumina. 
plant in Bintan, Kaiser Aluminum would. 
provide the technology and Kaiser En- 


gineers the project. management, 
gineering and procurement services. Still 
to be completed are Aneka Tambang's 
agreements with Kloeckner, which 
likely to be the main contractor, and with 


p s Aluminium hal Club looksto — 
eased cooperation to ease difficulties 


in one country may fill the needs of 
another which is concentrating on a differ- 
ent product. In Thailand, for instance, 
production of aluminium extrusions and 


sheets is about three times and twice - 
below actual capacities, respectively. The 


country produces about 46,000 tonnes of 
all kinds of aluminium products annually. 
mainly for the domestic market, with a 
small portion (3-4,000 tonnes) exported to 


- Singapore and the Middle East. 
Thailand, believed to be the largest up- . 
stream producer at present, claims its pro- | 


ducts are comparatively standardised, and 


Is 


- tional of the United States and Kloeckner | Kä 
of West Germany early last year, they. 
| sought in vain to grab the deal after all. |: { 
| They were further upset when they learn- | lion, co 
ed that none. of the foreign companies in- 
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sold at world market prices. It is not clear 


piy Jakarta did not push the project with 
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of thumb: a ei 
aluminium smelter’st 
the price of aluminium i ingot( | o 2 
by the relatively stable industry leader 
Alcan's list price) for the same weight ud 
alumina. . ‘ 
Given. the: ingot ind of | US$ 5 Me 
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will submit its production standards to | cover fo 


other Asean countries as guidelines to 
promote standardisation. 
during the two-day meeting also dealt with 


shipping and freight. The transport of. |- 
aluminium products is relatively expen- - 


sive because shipments are classified as 


general cargos. Participants agreed that a | 


different classification was needed. 


Asean officials attending the meeting | 
conceded that it would be some time be- | ing al 
| fore the body could take more definite ac- | fact 
eg gon, Bur the meeting was seen as a satis- : 
w v hope hate excess ss capacity | facte pum 


ry first step towards Moda ae 


Discussions | 
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DE By Gene Gregory. . WC 
Tokyo: Japan's: six: major- simi 


Vue pier id have mustered their forces — 
-with government-encouragement — in an 


.. The Kuwahara direc ction process cou 
E production and economics — if it works 


l1th-hour effort tò develop anew refining: 


. process that could restore competitiveness | 

~ -tothe beleaguered industry and reduce its 
dependence on imported raw. materials. 

. They have agreed to develop jointly.a di- | 


. rect reduction process invented by.the 
- spresident. of Mitsui Alumina, 
= piera — a course ro action n the Mitsui 









the past two years. 





oil crisis — to find alternative. processes 
or refining aluminium that would eith 
> substitutes for bauxit 














ies. are located. Also; industrial coün- 
deprived of. cheap. hydroelectric 





e power have had an obvious interest inal- | f 
“ternative methods of pum of. the ‘ce 


| strategie metal.. 
-But no commerditil substitute. dor: the 


conventional Bayer-Hz ll electrolytic pro- 


. cess has been available up-to now. In May 


1976, Alcoa of America started operation | |. 
of-a pilot plant near Palestine, Texas; to | | Ifi 
produce aluminium from e chemi- |-T | Fon. 
form. 


cally, by adding chlorine 
. aluminium chloride. But the. os of 
the Alcoa process, and those developed 


, earlier by producers Alcan, Pechiney, | l 
Anaconda and cum have not con Noe 


energy punc such e offered | 


 ; Would not resolve the problems of the Ja- 


| panese industry, whose costs are currently - 
. Tunning at about twice those of Canadian 
smelters: Nor would the Alcoa process re- | 


lieve theindustry from cependence on im- 
| ported bauxite. 





ers are short on: development funds and 
- long on capital commitments to overseas 
- tefining ventures. Because of the doubtful 
fitability of these ventures, partly due 
he economic and political instability in 
me of the bauxite-producing countries 
re the ventures are located, Japanese 
ducers see little relief to their cash- 
^ flow problems from this quarter. 
5. Over the years, as Kuwahara rose in the 
anke of the Mitsui group from chief of re- 

















Kenshi : 


‘Throughout the ee sy NK hate | 
ve been attempts — accelerated by the - 





hen there is. the. probleni- of PUN É 
: Almost all the primary aluminium produc- - 


direct reduction : process for meine 
aluminium, went largely unnoticed. Since 


low-cost oil was, until 1974, readily availa- 
ble- 
aluminium companies which Jed the in- 


to produce. electricity; the six 


| 


dustry's post-war reconstruction and take- 


off focused their attention: on obtaining 


and: improving. existing. Kopen: and | 


American technology. 


But the successive oil crises took a very 


heávy toll on costs and production. (By 
* | early 1982, Japan's total aluminium ingot 
| output had slipped to less than 400.000 
tons a year, barely a quarter of the indus- ` 
try's capacity a decade earlier.) Survival | 
was. at stake and it was agreed that neces- 
either | sary financial resources for a joint re- 
: asthe basierte- 
source or alleviate dependence on. cheap | 
` electricity, or both. These attempts have 
. been prompted in part by the- knowledge: 
A that.aluminous materials are of common. e 
occurence (constituting 8% ofthe earth’s | f 
.. crust), while bauxite supplies are limited | 
^. in temperate zones where industrial coun- - 


search and development (R and D) effort, 
carrying on Kuwahara's work through the | 
pilot plant stage, would be provided from 


dod indes by tariff cuts on imports 
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| of m iom mi oan in which 


Japanese companies have equity, as well 


as on imports under long-term contract, | 
| And the joint effort would be raised by the © 
. Ministry. of International | Trade and In- 


dustry (Miti) to the status of a National 
Project, throwing the full support of the 


: EUR behind it. 


. saresult, Küwihara moved from rela- 
| tive obscurity to the front stage in the 


dr. Recognising the importance of | 


the direct reduction process-on which he 


had been working, three Mitsui companies | 


— Mitsui Mining and Smelting, Mitsui 


‘Alumina and Mitsui Aluminium — pro- 
vided Kuwahara with the resources to re- | 
solve the remaining technical problems. 
They saw that if the new process suc- | t 
ceeded it would solve much of the power | 


problem and relieve the Japanese industry 
of dependence on imported bauxite. As 


coal is a principal ingredient of the. direct | 


reduction process, it would also provide a. 
continued. market. for. Mi sui Mining's 
Miike coal mine — which was on 












by April 1980, applied for 


with coal and pre-heated ii 


900°C in-a-coking furnace to fo 
l rds pn nobit bric jettes. 
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| commercial standards of 99.5-99, 796. 











patents. in Japan and i 
filed applications for omnibus pa 
the entire process in Pep 
countries. The:patents cover: = 
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by combustion of carbon mot 
exhausted from the top of the a: 
nace. Carbon monoxide not requir 
electric power would be piped to an a 
cent facility, included in the clos 
ub ae manuta Ah r 









tion to an Seu qu niu 
The Kuwahara process lays claim 
other advantages. Raw materials: w 
can be used by this process inclu: 
clay; kaolinite and agalmatorit 


shale tock” with. high. silica < 
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POEMA | ne! bf alum n in c on of iam d 
I ode > offsets transport costs hel yes 
ventional electrolytic refining orpcest ih is 
. used, low-grade ores actually have an ad- 
nage in the direct reduction process. 
dá e iron and silica impurities serve to im- 
T d prove aluminium recovery in the blast fur- 
nace. Even though the ore mass to be 
1. smelted per unit of metal recovered will be 
— greater than in the case of bauxite, the 
BR | availability of the lower-grade ores near 
- production sites should enable a net cost 
i| a eduction. 
— Further substantial economies are ob- 
ined through elimination of the separate 
bine production stage and from the 
continuous nature of the direct reduction 
... process. The Kuwahara system can also be 
fully automated, adding to savings ob- 
ained through the curtailment of the 
: E ilumina stage by reducing manpower re- 
_ quirements for the new process to approx- 
; j^ na ately a third of present levels. Kuwa- 
vara’ s goal — which has been adopted by 
“the industry — is to reduce initial produc- 
a on costs to US$1,000 a tonne, about half 
he current level. | 
= Metallurgists in the industry, as well as 
in Baden, are sceptical about several 
- aspects of the process, however. Critics 
24 oint out that Kuwahara has not revealed 
solutions to problems of operating blast 
E urnaces at high temperatures, and some 
doubt that these can be maintained uni- 
. formly throughout the furnace. Others 
X doubt Kuwahara's claims for the energy 
p stem, pointing out that at such high tem- 
ratures total combustion of carbon 
P? - would normally occur, reducing the flow 
"^ of combustible gas. These experts have 
| Un ..— also expressed reservations about the pos- 
_ sibility of separating lead from alu- 
— minium. One critic, Prof. M. Takahashi of 
_ Yokohama University, has expressed ap- 
m prehension about “dreamy attractive 
- proposals” that aluminium can be pro- 
E^ . duced by non-electrolytic processes which 
ig do not consume electricity. 
. But industry leaders and Miti officials 
L either know something the experts do not 
E oF have an abiding conviction that neces- 
__ sity is the mother of invention. Support for 
= the Kuwahara process has broadened 
steadily with higher energy costs: 
= A modus operandi for cooperative re- 
44 ~ search on the project has not yet been es- 
E tablished but it seems likely it will be soon. 
. Meanwhile. the Mitsui group has itself dis- 
= closed a plan to build a demonstration 
| plant based on the new method at the 
ike smelter in Omuta City, Kyushu. 
But construction, scheduled for comple- 
E. 2 tion in 1984, is expected to cost ¥6 billion 
| Fa i3 million) and Mitsui would pre- 
4 . fer not to go it alone. Those within Miti 
= who argued that Japanese industry should 
| E . not be investing in basic materials technol- 
~ .. ogy have apparently now recognised the 
. . more compelling needs for corporate sur- 
= vival, job security and national economic 
security. 
1 Present plans call for the formation of a 
= special corporation by the six leading 
~ smelters plus Mitsui Alumina and Mitsui 
. . Mining and Smelting to develop the 
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volved in septation of aluminium ae 
lead. 

Next year (in phase two of the project) 
capitalisation is to be increased by ¥170 
million to cover the construction cost of a 
small pilot plant, and in 1984 construction 
of a larger pilot plant will begin, requiring 
a further capital increase to ¥6 billion. 
Miti will advance 60% of the plant’s con- 
struction cost as National Project develop- 
ment funding, on condition that this will 
be repaid over a specified period if the 
project is successful. The rest will be 
funded out of tariff rebates. 


he new direct reduction technology 

will have major consequences for the 
long-term structure of the industry. A 
larger minimum economic size of plant 
(two blast furnaces, each with a capacity 
of 250,000 tons output annually) and 
higher investment costs per unit of capa- 





Kuwahara: front stage. 


city will require pooling of production in 
larger facilities than those currently oper- 
ated. 

Existing aluminium plants will even- 


tually be scrapped, with the possible ex- 


ception of those supplied with hydroelec- 
tric- or coal-based power. New, larger 
facilities would be presumably be oper- 
ated by the new corporation in their stead. 
Output of these new units would be shared 
by associate companies. In the medium 
term, no more than four such facilities 
would be needed to meet estimated total 
domestic requirements of 2.2 million tons 
in 1985. But construction of new 
aluminium plants is likely to proceed step- 
by-step. If the new process is economical, 
construction might we]l have to be accel- 
erated to meet export demand. 

The consequences of the process could 
be great for industries and countries, as 
well as for individuals working in smelting 
companies: 

» The larger scale of smelting facilities 
will bring about increased concentration 
of primary production, requiring substan- 


| bres (bank-centred or ex-zaibatsu bus- 








nd ticular he prese Er iia 
set” principle, wh aby. each. major 





iness group) has a more-or-less complete 
set of basic industries, will have to be mod- 
ified to accommodate changes in the in- 
dustry. 

» Moves by present primary aluminium 
producers to establish more downstream 
facilities will be reinforced. Changes in de- 
mand from construction to transport 
equipment and food and beverages will 
combine with the new structure of primary 
aluminium production, compelling pro- 
ducers to strengthen their share of end- 


product markets. 


» The impetus for overseas investment 
in primary aluminium production will 
change. The Japanese aluminium industry 
could achieve competitive strength in 
world markets as great, if not greater, 
than that currently enjoyed by Japanese 
iron and steel makers. Overseas invest- 
ment will be less necessary to assure access 
to raw materials, but more important to 
gain access to markets. 

» Reliance of the Japanese primary 
aluminium industry on imported raw ma- 
terials will switch from aluminous ores to 
coal, with Australia and the United States 
as major suppliers of the latter. Although 
bauxite may still be used in the direct re- 
duction process, its substitution will al- 
most certainly be a compelling force in fu- 
ture technological developments. 

» Liberation of aluminium from both 
bauxite and electrical power will bring 
about major locational changes of the in- 
dustry over time. Like the iron and steel 
industry, primary aluminium production 
will tend in the future to locate near 
supplies of coal or at seaboards where coal 
deliveries are most economical. Although 
those countries and regions where re- 
fineries using conventional technology 
based on cheap hydroelectric or nuclear 
power will most probably retain some of 
their present competitive power, they will 
lose comparative advantage. 

> The higher capital intensity of the 
new technology and the higher minimum 
scale economies limit the usefulness of the © 
direct reduction process for most develop- 
ing countries. And diffusion of the new 
technology in industrial countries will 
tend to restrict market opportunities for 
exports of ingot from developing coun- 
tries. 

» Even more important, bauxite-pro- 
ducing countries will lose their oligopolis- 
tic market power. No longer will it be pos- 
sible to increase prices as was done by 
Jamaica, and then others, in.1974. 

» Asthe new technology is diffused the 
market for alumina will be curtailed. 
Alumina could cease to be a commodity of 
international trade as it is gradually elimi- 
nated from thé aluminium production 
process. 

Few, if any, R and D undertakings ele- 
vated to the level of National Projects in 
Japan have failed to achieve their goals. 
So the chances of successful development 
of the Kuwahara process must be rated 
Ba . 
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Recently, Brown & Root was called to 
help Texasgulf Chemicals Company expand 
its fertilizer producing facilities near 
Aurora, North Carolina. Brownbuilders 
constructed the original plant in the mid- 
1960's as well as providing the engineering 
for the concentrator and calciner sections. 
They were also involved in the two pre- 
vious expansions of this fertilizer complex. 

Texasgulf's most recent expansion was 
highlighted by the construction of the 
world's largest single train sulphuric acid 
plant. The new facility, capable of produc- 
ing 3,100 tons of sulphuric acid per day, is 
part of the expansion that raises Texasgulf's 
phosphorous pentoxide (P2O;) produc- 
tion capabilities to over one million tons 
per year. 

Brown & Root also erected a new super- 
phosphoric acid plant, as well as a diam- 


Texasgulf grows to keep up 
with growing needs. 


monium phosphate plant and many other 
projects termed off-site work. 

The new Texasgulf expansion, adminis- 
tered by Texasgulf’s construction manage- 
ment team, called for the coordination of 61 
subcontractors with 130 different contracts. 
Some 20,000 cubic yards of concrete were 
poured and 517 miles of various wires and 
cable installed. Brown & Root’s Minerals 
Industries and Heavy Construction Group 
workforce peaked at 900 employees. 

And once again, Brown & Root finished 
on time and on budget. 
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Brown Root.Inc. 
And Associated Companies 


A Halliburton Company 


PO. Box 3, Houston, Texas 77001 
An Equa! Opportunity Employer 


Personal service’ is an expression 
that means a good deal in the UBS 
vocabulary. 

UBS customers across the world 
appreciate the personal touch our 
financial specialists bring to their 
discussions: on domestic and inter- 


ae tock. 


“International banking ? 






national loans, foreign exchange, and 
all types of money market operations. 
Our specialists are trained to make 
themselves familiar with the individual 
requirements of all UBS clients, giving 
them direct access to our portfolio 
management and advisory services. 































Total assets: 93,700 million 
Swiss francs (37.12.81) 


Capital and reserves: 
5,300 million Swiss francs 


Head Office: 
Bahnhofstrasse 45, Zurich, 
230 offices throughout 
Switzerland. 


Worldwide network: 
Europe: London, 
Luxembourg, Madrid, 
Monte Carlo, Moscow. 


North America: 

New York, Chicago, 

Los Angeles, San Francisco, 
Houston, Cayman ÍS., 
Hamilton/Bermuda, 
Montreal, Toronto, Calgary. 


Latin America: 

Mexico, Panama, Bogotá, 
Caracas, Sáo Paulo, 

Rio de Janeiro, Buenos Aires. 


Middle East: Abu Dhabi 
Bahrain, Beirut. Tehran. 


Far East: Tokyo, Hong Kong, 
Singapore. 


Australia: Melbourne, Sydne 
Africa: Johannesburg. 








Definitely UBS.” 


If you want the global resources of a 
leading Swiss bank combined with 
personal attention at every level, call 
on UBS. 


/nternational banking Is our business. 
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Cir e l A . r Regency Fiji e Hyatt Regency Hong Kong * Bali Hyatt e Hyatt 
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tt | t Kinabalu International e Hyatt Regency Manila 
ame Hyatt Regency Saipan * Hyatt Orchid Chiang Mai 
982: New Delhi e Bangkok. 

























If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 





When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 





At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 














If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 
Far Eastern Economic Review, 
GPO.Box 160, 

Hongkong. 





Your cargo gets red carpet treatment 
with MISC Container Service 


Contre fo? SIMA ast RNIN studies. 
WMORREA OA HREBINND, 
'SeIpuis GRECO PEAS do $500 


NS 



















MISC, Malaysian International Shipping 
Corporation, rolls out the red carpet 
for cargo to Europe. 

This means personalized attention 
to your needs, a modern container fleet 
that sails punctually, fast document clearance, 
regular coordination between the Far East 
and Europe. MISC believes your cargo should 
be treated as if it were our own! 
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Third-generation fleet 
The Bunga Permai of 2770 TEUs is one of 10 


4.3.9 ü sí 6 E third-generation ships in the dependable 
^ 1 | 45.751 H . . . 

Ml t 0 3202 23 MISC container service. All ships have reefer 

Io 65 0E facilities and can accommodate varied box 


configurations to handle all cargo types; in- 
cluding odd shape, oversize and even livestock. 


Fixed weekly departures Two feeder vessels operate in Far East. 


No datestoremember! MISC containerships 
sail punctually from major Far East ports on 
the same day every week, all year round. 
Discharge days are fixed too. You know 
exactly when cargo will arrive in Europe. 
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Open-top, open-sided 


To ensure your cargo gets red carpet 
treatment between the Far East and Eu- 
rope contact our. Agents, Far East Offices 
or MISC Head Office at Wisma MISC, 2 
Jalan Conlay, Kuala Lumpur, Malaysia. 
Tel: 428088 (20 lines). Tlx: NALINE 
MA 30325, MA 30428, M A 31057, MA 31058. 
Cable: MALAYASHIP KUALALUMPUR . 


MISC | 


Malaysian International Shipping Corporation Berhad 
(The national shipping line of Malaysia) 


Door-to-door convenience 

Red carpet service means door-to-door 
transport at any time or day convenient 
to you and your consignee. MISC offers 
guidance and carefully plans the com- 
plete operation taking into account type, 

size and shape of cargo, packing /un- 

packing facilities, nature and length of 

voyage. 





MISC FAR EAST OFFICES Japan: Rm 816 Togin Building, 1-4-2 Marunouchi, Chiyoda-ku, Tokyo 100. Tel: (03)287-2431 Cable: MALAYASHIP TOKYO Tix: 222 2124 NALINE J 
Singapore: c/o Leo Shipping Pte. Ltd., 10th Floor, Bangkok Bank Building, 180 Cecil Street, S'pore 0106. Tel: 02-2201522 & 02-2200997 (Direct) Tix: RS21471 


MISC FAR EAST AGENTS are in the following countries — Australia: Adelaide, Brisbane, Burnie, Fremantle, Melbourne, Port Adelaide. Sydney. Brunei: Bandar Seri Begawan 
Hong Kong: Hong Kong. Indonesia: Jakarta, Belawan, Medan, Tanjung Priok. Japan: Kobe, Kushiro, Moji, Nagoya, Naha, Osaka, Otaru, Shimizu, Tokyo, Yokohama. Macau: 
Macau. Malaysia: Pen M'sia, Sabah, S'wak. Philippines: Manila. Singapore: S'pore. Korea (Republic): Busan, Inchon, Seoul. Taiwan: Kaohsiung, Hualien, Suao, Taichung, 


Keelung, Taipei. Thailand: Bangkok, Phuket 





The international 
banking services 
you expect, 


Corporations doing business with 
us benefit from dealing with an inter- 
nationally integrated commercial and 
merchant bank. 

We help you trade through our 
network of branches spanning the world's 
main trade routes. We provide the 
finance, settle payments across the 
exchanges, handle the documents and 
keep you informed. 

When you need domestic banking 
Overseas, turn to us for a first class 
service. We are experienced, and have 
one of the widest ranges of local 
currency available from an international 
bank. 

Through our experts in the inter- 
national banking centres, you gain 
access to their markets for syndicated 
eurocurrency lending and eurobonds. 

If you are promoting a major capital 


Lloyds Bank 
International 





fromasingle 
integrated source 


-Lloyds Bank 


project, come to us for the design of 
finance and assembly of funds. We can 
handle the most complex international 
financing schemes. 

When we work togetherona financing 
problem, you will find our professional 
advice realistic and responsible, our 
solutions precise and perceptive. 

An integrated approach internation- 
ally sets us apart. 

Wherever you deal with us you lock 
into a geographic network and range of 
services matching the best; you tap a 
fund of expertise and reserve of know- 
ledge second to none; you secure 
the fast and sure response that 
gives you the edge. 
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- The country casts 'around for solutions to energy shortages 
and a risky dependence on oil and natural gas 


By Mohammed Aftab — 
Islamabad: Faced with an energy crunch 
and the increasing strain energy imports 
» are imposing on the balance. of payments, 
Pakistan is urgently developing its own re- 
sources and making better use of existing 
supplies. As part of these steps, a 20-year 
energy development. programme will be 
prepared for Pakistan by the Geneva- 
based International Energy Development 
Corp. — a company headed by Canadian- 
born energy expert Maurice Strong, 
which represents interests from the Opec 


nations and Western oil companies as well : 


as countries and organisations interested 
in developing energy in the Third World. 

Pakistan's energy import bill during the 
1982 fiscal year ending June 30 is pro- 
jected at US$1.6 billion, which is more 
than half its annual foreign-exchange 
earnings from merchandise exports. The 
energy programme is seen as necessary to 
maintain economic growth at the 6%-plus 
level. Such growth will require increasing 

.amounts of energy, Strong said. The 20- 
year plan will emphasise projects to be in- 
cluded in the sixth five-year development 
plan scheduled to be launched on July 1, 
1983. 

Currently, the country meets 68% of its 
commercial energy requirements from 
domestic sources and imports the remain- 
der in the form of crude oil and products 
such as kerosene and high-speed diesel. 
The Ministry of Petroleum and Natural 
Resources estimates that natural gas 
claims a 41.7% share of the current energy 
mix in Pakistan, while oil takes 36.695. 
Hydroelectric power contributes 15.9%; 
coal 5.3%; liquid petroleum gas 0.3% and 
nuclear power 0.2%. 

Energy production in fiscal 1981 (which 
ended in June) consisted of 1.6 million 
tonnes of coal; 8.4 million cu. ms of gas; 
3.6 million barrels of oil, and 16.3 billion 

- kwh of electricity. Nearly 90% of oil re- 
quirements are met from imports, making 
oil the nation's largest single import by 
value. Meanwhile, Pakistan's total recov- 
erable gas reserves are estimated at 454. 78 
billion cu. ms. 

Mohammad Masihuddin, permanent 
secretary of the Ministry of Petroleum and 
. Natural Resources, told the REVIEW that 
energy consumption is growing at 8.4% 
annually. Consumption of oil is growing at 
5%, compared to about 11% for natural 
- gas. Dependence on these two sources — 
jointly responsible for 78% of all energy 
consumed —- is fraught with risks, oil be- 
cause of international price increases and 
gas because its production from resent 
sources is peaking. Masihuddin said gas 
consumption spiralled from 150 million 
cu. ft a day in fiscal 1976 to 263 million cu. 
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annual US$700 million in energy imports. 
"Without larger gas consumption, our 
oil import bill would have been a stagger- 
ing US$2.3 billion," Masihuddin said. The 
Ministry of Petroleum and Natural Re- 
sources has a 10-year gas plan covering 
1981-90. This projects 1982 demand at 935 
million cu. ft a day and supply at 708 mil- 
lion cu. ft a day; for 1986 the figures are 
1,297 and 1,381 respectively and for 1990, 
1,615 and 1,366. Supply will keep increas- 
ing until 1986, but will then start to peak 
because of low pressures and reduced re- 


serves. For instance, the largest reserve, . 


at Sui, which started production in 1952, 
will last another 20. years. It needs a 
US$400 million investment over the next 
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10 years so that compression pumping can 
be introduced to keep the wells in produc- 
tion. 


Pakistan industrial and domestic con- 
sumers experienced gas disruptions for 
the first time in the winter of 1980. These 
got worse in the 1981 winter, as demand 
outstripped supply and pipeline carrying 
capacity. That was when Pakistanis were 
shocked into realising that gas is not after 


_all an infinite source. 


At that point, the World Bank advised 
Pakistan to raise the well-head price of gas 
to stimulate government and private gas 
exploration. The bank also pointed out 
that cheap gas spurred demand and led to 
substitution of traditional fuels. The sugar 
industry, which traditionally burned 
bagasse (sugar waste) to make sugar, 
switched to cheaper and cleaner gas. 
Under a differential pricing system, the 


prite of gas ranges from US$1-1.80 per 





The price: s 
dwellers, while rural folk, with no access 
to gas, have to depend on 600% more ex- 
pensive kerosene for cooking. The bank 
feels this urban-rural discrimination 
should stop, and urban dwellers should 
pay a higher price for their gas. The bank 
wants Pakistan to raise gas prices so that 
the gas equivalent of a barrel of oil is 
priced at US$23, compared to US$10 at 


present. Ultimately, the bank would like - 
the gas price to equal the prevailing inter- _ 


national (Western) price. 
Responding to the advice, 
raised the price to pass on current well- 


head costs to the consumer in January. - 


This and future price increases will enable. 


the government to accumulate part of the — 


US$637 million capital it needs up to 1990 
to strengthen existing sources and develop 
new ones. 


But both government planners and pri- | 
vate business say there is a limit to gas _ 


price increases: if they are carried too far, 


the country's industrialisation will be af- — 


fected. "Pakistan's second five-year plan 
[1961-65] succeeded in stepping up indus- 
trialisation because it coincided with bulk 
availability of cheap gas," a senior official 


of the planning commission said. The gas " 


price is so important that two recent 
agreements to set up cement plants in 
Pakistan by Middle Eastern interests in- 


clude an assurance by the Pakistani Gov- | 


ernment not to raise the gas price. 
Pakistan consumes 100,000 barrels of 


oil per day (b/d). Of this, it produces only — 


12% domestically, while the rest is im- 


ported from Saudi Arabia, other Gulf 


states and Iraq. In future, Iran will also 


supply oil. Domestic oil production in fis- 


cal 1980 was 9,800 b/d, rising to 10,500 b/d 


in 1981. The Petroleum Ministry projects 


1982 production at 16,000 b/d. The princi- 
pal element in the increase is the discovery 
of oil at Kheshkheli, which now yields 
5,000 b/d. 

Nine foreign and local companies are 
currently involved in oil exploration and 
exploitation in Pakistan. Some projects 


handled by the state-owned Oil and Gas ~ 
. Development Corp. are being passed to 


private Pakistani and foreign companies, 


because the state organisation and the © 


government do not have enough capital. 
Islamabad recently concluded a pact with 
the Kuwait Foreign Petroleum Explora- 
tion Co. to start joint ventures for the 


exploration for and development of oil- 


fields. 
The long-term solution to Pakistan 
energy problems lies in 


meet the energy gap,” Masihuddin said. 
In the short run, the country should use 
more of its 440 million tons of coal re- 
serves. Coal should be substituted for gas 


^in cement manufacture and thermal 


power generation, experts say. 
The need for more and better use of 
energy is urgent: for example, 75% of 


Pakistani villages have yet to be elec- 
trified, according to the Planning Minis- - 


ter, Mahbubul Haq. 
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Pakistan © 


"developing - 
hydroelectric, gas and nuclear sources to 












E iJ 


MGR nA | 


ha BF SS — 





cf 
i ‘le 


. Japan's new invasion 


E By Paul Addison _ 
aes Honolulu: Hawaii 
may be the United 
States’ 50th state, but 
it is also fast becom- 
ing a virtual satellite 
of Japan, from whose 
shores trade and in- 
vestment has flooded 
in during the past five 
years. In contrast to 
. the time just over 40 years ago when the 
7 . surprise Japanese attack on Pearl Har- 
= bour catapulted the US into war, today’s 
- Japanese i invasion of Hawaii is considered 
. a healthy and dynamic process, with 
js economic benefits for both sides. 
Since 1959, when Japanese investment 
p, Bscrurned to Hawaii after a 19-year hiatus, 
" g some 250 major Japanese companies have 
| opened offices in Hawaii. These com- 
E. janies control assets totalling more than 
a P. JS$1.5 billion, employ about 11,000 
y people, pay close to US$100 million a year 
in wages and had gross revenues in 1980 of 
E. some US$300 million. Two-thirds of all 
a the assets owned by foreigners in Hawaii 
ar p owned by the Japanese. 
- Japan is also Hawaii's largest trading 
P P partner outside the US mainland, provid- 
E ing roughly 20% of the islands’ imports 
— from all countries. Hawaii in 1979 ex- 
. ported more than US$33 million worth of 
- domestic merchandise to Japan, though 
— that figure did not include the millions of 
yp dollars worth of goods bought in the state 
by Japanese visitors. 
é E Widespread investment in Hawaiian 
. property, tourism and retailing has made 
~ Japan a low-key but increasingly powerful 
; 2 . economic force in the past decade. So far 
that economic power has not needed to 
Bow a political face, and for good reason. 
M . One of the foundations of Democratic 
d state governor George Ariyoshi's 
. economic policy is to encourage and assist 
— Japanese investment in the islands. 
.. Ariyoshi, along with his political col- 
. leagues in the US House of Representa- 
. tives and Senate, warmly welcomes the in- 
. fusion of capital and the jobs that it 
D 3 = creates. He bluntly acknowledges, how- 
|. ever, that the jobs should be created for 
. Hawaii residents and not for Japanese na- 
. tionals. 
E : By all indications the state’s positive at- 
 titude has eased Japanese entry into the 
ic » Hawaiian market-place. Through the 
— A Hawaii International Services Agency 
-. (HISA), a division of the state's Depart- 
| E z ment of Planning and Economic Develop- 
. ment, the state tracks Japanese invest- 
= ment efforts and organises seminars and 
~ meetings to help potential investors 
achieve their goals. Perhaps more impor- 
. tant to Japanese investment efforts, how- 
ever, is the help offered by Japanese- 
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American residents who account for 24% 
of the state’s population of 989,000. The 
Japanese-Americans’ knowledge of the 
Japanese language and culture gives them 
an affinity with their Japanese cousins. 

Today's Japanese-American, however, 
is a long way removed from his pure Ja- 
panese counterpart. For Japanese- -Ameri- 
cans in Hawaii,- life is a- cultural 
hodgepodge from which they have taken 
and adapted many old Japanese customs 
and practices to suit what is essentially a 
“middle America" way of life. 

Japanese companies in Hawaii have 
been forced to adapt to Hawaii's Western 
ways. In upper management, the Japan- 
ese rule the roost while their middle mana- 
gers are Japanese-American. Business 
practices, moreover, more closely resem- 
ble the American system of individual de- 
cision-making than the committee delib- 
erations usually favoured by the Japanese. 


T: Japanese economic invasion has 
become so accepted a part of the islands’ 
lifestyle that it is rarely questioned any 
more. Ten years ago, when the investment 
boom started in, earnest, it was another 
matter — politicians raised fears that the 
invasion would swamp the domestic mar- 
ket-place and a study of residents’ at- 
titudes noted growing disenchantment 
with the number of foreign tourists visiting 
the islands and with the level of foreign 
investment, 

Today, with the tourism industry in a 
slump and the property boom having 
evaporated because of high interest rates, 
the continuing Japanese capital influx is 
seen as one of the bright spots in an other- 
wise dim economy: 

A public opinion poll last year found 
that a majority of residents would still pre- 
fer investment by other Americans rather 
than by foreigners, but residents of Japan- 
ese, Chinese, Filipino and Hawaiian des- 
cent were more agreeable to Japanese in- 
vestment in the islands than from any 
other country. Only caucasians, who con- 
stitute 25% of the population, said they 


would. prefer foreign investment from, 


Australia or Canada. 

The. preponderance of Japanese com- 
panies in the islands and Japan's healthy 
trade surplus with Hawaii, however, by no 
means suggest that the Japanese ,have 
achieved economic domination. The Ja- 
panese presence is indeed muted and most 
residents do not detect its depth and 
reach. Many Japanese companies, for in- 
stance, bear Western names, effectively 
disguising their roots. 

The Japanese economic invasion has 


perhaps been felt most strongly- i 


Hawaii's US$2.5 billion-a-year tourist he 


dustry, which annually attracts some 4 








million visitors toits shores. According to 
HISA, the Japanese have spent more than 
US$350- million buying or building 18 is- 
land hotels in the past 18 years, including 
the 1,352-room Hawaiian Regent, the ` 
1,137-room.; Princess. Kaiulani and the 
1,846-room Sheraton Waikiki. Japanese 
investors today own more than 8,500 hotel 
rooms in the islands — about 85% of all 
foreign-owned- rooms, or about 15% of 
the islands’ totalof 56,500 hotel and resort 
condominium rooms. 

. More Japanesé-owned units are on the 
way. On the’big island of Hawaii, à joint- - 
venture company formed by Tokyu and 
Mitsubishi of Japan called Mauna Lani 
Resort is transforming a 3,200-acre arid 
black lava rock landscape into a US$100 
million tropical.garden complete with a 
golf course, a.450-room hotel and a con- 
dominium building. 

In Waikiki, meanwhile, a subsidiary of 
Mitsui Real Estate Development is build- 


Ariyoshi: warm welcome. 


j , 
ing a 425-room beachfront hotel on.the 
former site of the historic Halekulani 
Hotel. But Japanese economic power in 
Waikiki still rests largely on the shoulders 
of multi-millionaire businessman Kenji 
Osano..As head of .Kokusai: Kogyo, 
Osano. pioneered Japan's hotel invest- 
ments in Hawaii, buying two Waikiki 
hotels in 1963 and three more in. 1974. In. 
all he owns about 5,000 hotel rooms in the 
visitor hub. 


T the average US visitor, Japanese. 
ownership of much of the famed Waikiki . 
beachfront property is a mystery. But the 
visitor cannot help but notice more out- 
ward signs of Japanese influence: Japan- 
ese signs are everywhere, many pro- 
moting pornographic book stores and 
massage parlours on Kalakaua and Kuhio 
avenues. The signs cater to the 600,000 or 
so Japanese tourists who visit the islands: 
each jeni; apend more than US$400 





|| Sanwa Bank of J 
| Security Bank of Honolulu also has close 


15% geris 4 m E 
American 


associations with Tokai Bank. Together 
these four institutions account for about a 
quarter of all bank assets in Hawaii. 


le the Japanese i invasion has been à 
| coordinated: effort, spurred 


i iv orporate decisions, organi- - 
| sations such as the Honolulu. Japanese 
Chamber of Commerce and the Japan- | 
Hawaii Economic Council have helped to . 


_| bring together Japanese and state business 


1 | executives. 


The chamber serves as a 


x | || gathering. place for Japanese-Americans 
| and Japanese nationals, sponsoring meet- 
! 5 | ings and promoting Japanese businesses in 


Hawaii. The economic council has a 


" E broader purpose — sending missions to 
Ins. Ten to m how the two countries 
ally: : 


ative to Hawaii as poi 
ned i in 1959. it the 


T enter Hawaii aer Wor d War 


y Shirokiya has some 250 employ- - 


A mostly a and 


pening of Shirokiya 2 years dio | 
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landmark i in the islands. economic 


ES 


Us state r: rather than ; a 


tions on Overseas SIDA BUCHEN T were | 
relaxed and the cash-poor territory looked | 
 enthusiastically to Japan to help meet its | 
- growing capital needs. With the welcome . 

out, the Japanese investment invasion. 


Besides retailing and tourism, the J 
nese have invested heavily in Hawaiian 


perty 


: and on Hawaii's five major islands — 

Oahu, Maui, Molokai, Kauai and Hawaii 

nd. That land is now probably worth 

00 million or. more. Thousands of 

iki. condominium. units are also 

ed by individual Japanese nationals. 

the bulk of property investment has 

n in land for hotels and golf course- 
ountry club complexes. 


Interim financing for some of the many 
apanese projects has come from Hawaii's 


banks, three of which have partial Ja- 
ese ownership. Central Pacific Bank, 
sta i e. is owned. aie 1 


aii's newly | 


At least US$200 million has. 
n-spent by: Japanese. companies, the’ | 
rity in the past decade; to buy parcels | 
pected to change somewhat, but no one is - if 
sure in which direction. The state has pin- | 
ned its hopes on an increase in agricultural 
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79, U S$202 1 million came from Japan. 1 |: 

g.US$32:8 million of Hawaiis 

US$170.5 million total exports, Japan | 

| ranks third in the state's export list after - 
yo" Australia and the Philippines. The 1979 - 
i- | trade gap — US$169.3 million — was- 
à | slightly lower thanin 1978 when it reached | - 
Moana | US$175 million, but was up considerably | 
foreign . 


Taking. 


from 1977 when it hit US$127.1 million 


and 1976 when it topped US$100 million : 
for the firsttime. —.—— ; 
Not surprisingly, cars top the’ import. 
list. So far this year Japan has a 49% mar- 


ket. share of all cars and trucks sold on 
Oahu. Toyota sells more vehicles than any 


US manufacturer while Honda and Dat- : 
sun rank only slightly behind Ford Motor. Jf 
Mazda ranks as Oahu's sixth biggest séller- 


and Subaru its ninth. In 1979, vehicles and 
parts accounted for 40% of all Japanese 


E nd to Hawaii. Japan also has. a 
“he ' trade.to the islands in tin plate, 
: processed glass, electronic calculators, 

caméras, 
Shellfish and other foodstuffs. 


polyester ^ woven OPUS 
On the export side, Hawail's largest ex- 


porter in 1979 was Honma. a Japanese 


| company that manufactures golf clubs in | 


Hawaii and ships them back to J apan: — 
The. inequitable” balance of trade is ex- 


exports to Japan, but it is unlikely that this 
will exceed the millions of trade and. in- 


. vestment dollars that are expected to con- 
tinue flowing to the state from Japan. 


Hawaii's economists predict that the in- 
vestment invasion will slow a little in the 
1980s from its current frenetic pace, and 


| will be concentrated in Hawaii's outer is- 


lands, away from Waikiki. The experts 


| also’ predict that more a com- || ^ 
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iion tonnes in 1978-79) was jus above 
peak output: of 108.4 million tonnes forthe | 
first half. n th decade, in 1970-71. But 









put during the second half. For 1981-82, 
` output is estimated at 132-134 million ton- 
nes. 

These output: swings, caused by mon- 
soons, , could not be evened out pum 





to keep the public distr bution sys- 
tem working. The states with a 




















































s. ond has been eae 
^ | Green Revolution. = | 105.17 | surplus have been seeking higher 
1is was supposed to assure India id d-340 1 20198. ae Dm Pee support prices for wheat farmers, 
f-sufficiency in cereals but im-. | 197475 | 3958 | 2410 | 10.02 | 26.13 | 99.83 but to grant such requests would 
ontinued until 1971: There | 1975-76 | 48.74 | 2885 | 13.04 | 3040 121.03 | either result in higher prices to con- 


1976-77 | 4192 | 2901 | 1136 | 2888 | 11117 
1977278 | 52.67 | 3175 | 11.97 | 3002 | 1264 
1978.79 | 53.77 | 3551 | 1218 | 3044 | 131.90 |. 
1979-80 | 42.33 | 3183 | 857 | 2697 | 109.70 | 
| d nnm 1429001 | 129.87 


sumers or higher. subsidies for the 
federal government. — | 
There are imbalances in rice ;e pro- 
duction, too. Punjab, which does 
not consume rice, i 


pause in 1972, then purchases 
ed from 1973. The peak was 
' 4 million tonnes) and al- 
her, imports came to 22.5 mil- 
tonnes over 1973-77. A i 
ee-year halt (1978-80) — e ———— ———Á— 2: — 8 for half the suppl : 
owed. India was able to "E JA a Nm p c B public distribution system, 
vay with imports be- | "moi E TOO much, too little .P which means that the Green ; 
zit had built up re- Te d : Revolution, even in rice, is 
e through earlier im- e. i ntrated i in the wheat- 
But in 1981 it had to | Punjab growing areas. Of the rice- 
ict 2.3 million tonnes growing states, Andhra 
eat from the United | Pradesh and Tamil Nadu ac- 
rates and Australiato meet | count for a sixth of t 
ticipated shortages. but 40% of ihe: à 
India raised foodgrain country. | is. 
put by increasing crop lus. 
>AS, bringing more | land | 
nder irrigation, using bet-^ 
'seed, mechanisation and | 
ove all, by increasing the 
e of fertilisers and pes- 
ides. During 1968-69, the 
ort bill for fe rtilisers ane 











































































| Karnatak: 1 ' among: the 
ma r deficit. areas. | 
The imbalance between 
. superior cereals (wheat and 
rice) and coarse cereals 
(millet, maize and so on) i is 
also. acute, Coarse grains 
] are grown insemi-arid areas - 
e and. the supply. fluctuations 
` are severe: 24.6 million ton- 
: nes in 1971-72, 30.5 millión 
n 1975-76; and 29 
‘million: tonnes in 1980-81. 
. Coarse grain prices, .are 
ue sensitive ` to LE 
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Have you ever felt that globe4rotting has become just a little too popular from the business EU 
traveller's point of view? - a 
__ The International Airline Passengers Association, anticipating your feelings has put together ; 
a range of exclusive mme designed to smooth the path of the busy traveller. $5 

And not only your flight-path. | 

IAPA members benefit even before they leave the ground. | 

As an IAPA mernber you can take advantage of preferential rates for one of the most 
comprehensive insurance schemes, underwritten by Lloyd's, London. E 

You benefit from substantial discounts i in over 2200 different hotels, motels and restaurants — 
throughout the world, plus high discounts from the following car hire agencies: PE 
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Godfrey Davis A 

Yes! I am a traveller, not a tourist. Please send me more 
information about the International Airline Passengers 
Association. 
To: IAPA Inc., P.O. Box 113, London, SW1A 2DT, England. 
Phone: 01-828 5841. Telex: 8813743 IAPA G 
OR IAPA (F.E.) Ltd., 615 Ocean Square, Tsim Sha Tsui, 
Hong Kong. Phone: 3-7221106. Telex: 40898 IAPAL. 


You are assured of prompt help and 
assistance whenever luggage or possessions 
are mislaid. Our unique Bag-Guard™ Service 
helps protect against the loss of baggage. And 


. Name 
in the unlikely event of luggage going astray, "nd 
our Baggage Retrieval System will help locate Pens 
wherever possible. 
| Telephone 


Clearly, joining the IAPA saves more 
than just a lot of time and trouble. Which is 
why more and more regular business 
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travellers are taking up membership every 
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Send the coupon now and discover how Kia TE AIDE Faser Nerii E 

the IAPA card gets you the treatment that a j ; ic as 
serious traveller deserves: The Club with Exclusive Privileges & 
for the Busy Traveller. e) 

©Copyright IAPA 1982 L-. lI LII lI IL —— e cL cs «a4 MN 

- FAR EASTERN ECONOMIC REVIEW o JUNE 18,1982 | | 75, 0] 
aci per P EFE. URS o> Lt oar sc Lot OX RD han sue SURE. n, “tate ms hay P v theta e M REI 










M foodgrain 
is) has been 
ord! nd 








i Manila moves ata open up its close j economy 
A but the outside environment i is £d 


By Philip Bowring 


' Manila: If necessity is the mother of in- | 
vention, the second (1979- 80) world. oil | 
| shock may have given birth to the: most | 
| significant developments in economic po- | 
icy implementation in the Philippines - 


ay. y. | since the imposition of martial law in 1972. | (IL 
The nation is still reeling from. the oil | th 
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more pos serie do There is no 
| control and ‘Statutory rationing is 
d uad and its suburbs, cover- | 








: jme 0% ofthe Aan 
x of Indians live below the 
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ual consamplion: in thé first. year Was 
My 550,000 tonnes, and in the second 
‘ar, 590,000 tonnes. A 38% price rise in 
e 1980 has slowed the increase in fer- 
de duel Even if demand were 












| tion. = 
Equally, it would be wrong to look at. 
thé World Bank/IMF structural adjust- | . 
ments simply as a public relations facade | 

to enable the World Bank to make quick- 


it can, it is also pursuing lon g-term policies 


| aimed at improving the economy’s per- ls 
| | formance. 


Although these are linked directly to al- 


leviating the most obvious current pro- |. 
| blem — the balance of payments — their | 
| ramifications are very wide. Just at a time 
E when the liberal, free-trading instincts of 
.|. the old capitalist industrialised world ap- 


pear to be faltering, the Philippines, like 
some other developing nations in Asia and 


Latin America, is accepting in practice as - 
well as theory the wisdom that a libegal. 


and competitive domestic environment 


provides the best basis for competing in an 
| increasingly difficult world. | 


From an international perspective, the 
liberalising nature of the structural reform 
programme backed directly by the World 


Bank and implicitly by the International. 
Monetary Fund (IMF) is a hopeful sign in | 


a world where the free-trade gains of the 
past three decades are under pressure. - 
But it would be wrong to see the Philip- 


pines’ structural adjustments as the na- 


tion’s modest contribution to keeping the 


world capitalist system afloat, or to see |. 
them as the harsh exactions of the 
Washington-based institutions in return 
for large-scale. relief for the Philippines’ 


very difficult balance-of-payments situa- 


disbursing loans to the Philippines to bail 
it out of short-term difficulties. | 
For the Philippines, the balance-of-pay- 


ments crisis of the past three years has not | ; 
sO much changed the minis of the govern- | le 


Rather. it has served to concentrate their | 


minds. 


There is not actually much new thinking i 


.] in the structural adjustment programme. 







But the exigencies of the hour and the 





s unf iendh : 


| proport n te nerve ‘of imports of iul : 
| and intermediate. goods. The Philippines. 
exhibited a capital-output ratio (the 


























rivate vested in- 


| shock. and its. equally damaging after- | rer 
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The more'complex part of tariff reform 
is a series of adjustments for 14 specified 


— industries identified for the industrial re- 


structuring programme. The first group, 
for which changes began in 1981, comprises 
the textile, food, pulp and paper and 
leather industries with phased adjust- 
ments over four to five years. The second 
group, for which changes are now in mo- 
tion, includes cement, iron and steel, vehi- 
cles and electrical appliances. 

Finally, tariff reform will deal with all 
items not covered by the top-level rate re- 
ductions or the specific industry changes. 

The overall aim is to bring nominal 
tariffs to within the 10-50% range, reduce 
effective rates for the economy as a whole 
to 23% from 36%, and effective rates for 
manufacturing from 44% to 29%. The im- 
pact on particularly-important industries 
will be greater than these overall figures 
suggest. 

The changes will also attempt to alter 


the profile of industry by reducing the cur- 
rent imbalance between very high rates 
for consumer products, medium rates for 
intermediate goods and low rates for capi- 
tal goods. Thus effective rates on inter- 
mediates will actually be increased from 
23% to 29% while consumer items will fall 
from 77% to 4176. Tariffs on capital goods 
will stay almost unchanged at 18%. 

The direct cost to the balance of pay- 
ments and government revenues of the 
tariff reform and trade liberalisation are 
difficult to estimate. Early indications on 
the trend in imports of peak-rate items 
since reductions began are inconclusive. 
In the first 10 months of 1981 they were 
US$128 million against US$146 million 
for the whole of 1980, suggesting a modest 
rise while other imports were falling. 

If the SAL was necessary to spur the 
government into carrying out the reforms 
there is no very direct linkage between the 
size of the SAL and the estimated foreign- 
exchange cost of reform. There is, how- 
ever, between the programme and the as- 
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C Se A NOISE (3 tS ae 
SSR that further SALs will be forth- 
coming over the four- to five-year period 
during which the reforms will be in pro- 
gress. Without sustained SAL assist- 
ance, the government would find it hard to 
summon up the political will to continue. 


AL 2 is currently under negotiation. It 

is expected to centre on changes in the 
tax structure which will support the tariff 
changes and the industrial restructuring 
generally, In particular, there will be close 
examination of the role of manufacturing 
incentives, including such things as duty- 
free entry of capital equipment and the 
variety of other tax concessions available 
for approved industries. 

There will be moves to give market 
forces a greater role in determining invest- 
ment decisions — at the expense of the 
Board of Investment. Specifically, there is 


likely to be a removal of barriers to entry © 


into what have hitherto been classed as 
*overcrowded" industries or ones where 
measured capacity is assumed by the 





bureaucracy to be in excess of demand. 

It is hoped that changes may remove the 
existing bias towards capital intensity, and 
perhaps be more effective in decentralis- 
ing industry away from Metro-Manila. Ef- 
forts to decentralise will be assisted by 
peso funds generated for the government 
by sales of the foreign exchange from the 
SALs. This includes investment in indus- 
trial estates away from the metropolis. 
Other uses for the pesos will include ex- 
port promotion and projects to reduce de- 
pendence on imported energy. 

A more selective approach to incen- 
tives, particularly for export industries, is 
intended, focused on industries where 
comparative advantage is clear-cut. 

Efforts will be made to ensure that 
taxes, tariffs and other changes allow ex- 
porting manufacturers to operate in an en- 
vironment as close as possible to the free- 
market conditions of the international 
market-place. 

Specific industry loans which are linked 
indirectly to the SALs have so far included 
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4 
a major loan to bcd up abilitata of 
the textile industry, to make ‘it interna- 
tionally competitive and able to supply the 
garment industry — which currently 
mainly uses imported fabrics. The World 
Bank is understood to have been particu- 
larly keen to be seen to be involved in a 
specific industry loan to complement the 
SAL. The bank has also been involved in 
policymaking for a major overhaul of the 
cement industry, though this is being fi- 
nanced mainly by export credits and com- 
mercial sources rather than by the bank. 
More industry-specific loans are ex- 
pected. 

Parallel with these measures to beef up 
the- manufacturing sector have been 
changes in the financial sector also backed 
by a quick-disbursing sectoral loan. This 
reform has had a dual focus: First, the cre- 
ation of larger banking units — unibanks 
— able to offer a wider range of services 
and with bigger capital bases enabling 
them to provide longer-termiloans (and in 
some cases equity participation). Sec- 
ondly, there has been a gradual continua- 
tion of interest-rate liberalisation which 
has both raised real rates and reduced the 
bias towards short-term money market 
transactions. 

Financial-sector reform was speeded by 
the financial crisis in the wake of the 
Dewey Dee scandal last year which sent 
several weak institutions to the wall. 

However, though financial restructur- 
ing was speeded by this misfortune, the 
strains on the private sector that Dee and 
the recession combined to create have left 
the industrial sector in a fragile condition 
— not the best financial or political envi- 
ronment for restructuring. 

The ties of World Bank SALs to the 
IMF are informal but strong. They have 
become stronger as the IMF's credits have 
increasingly become linked to medium- 
term adjustment policies because short- 
term adjustment to balance-of-payments 
problems was impossible without severe 
deflation. 

At the end of 1979 the fund provided 
the Philippines with a two-year standby 
facility of 410 million special drawing 
rights (US$451 million). Another facility 
is now being negotiated. Apart from the 
normal IMF conditions — credit growth, 
government spending, exchange rates and 
so on — the IMF clearly has its eye on the 
Philippines demonstrably improving its 
performance on three counts — energy 
dependence, manufacturing efficiency 
and export growth — preferably of manu- 
factures with higher local value-added 
than has been the case in the past. 

In broad terms World Bank, IMF and 
Philippine Government policies are 
meshed in tackling severe problems which 
have both internal and external causes. 
The questions remaining are whether the 
policy changes will produce changes in 
performance. And whether solutions 
based on expanding trade and a liberal fi- 
nancial system remain appropriate when 
world trade is at best stagnant and open fi- 
nancial markets have spread the virus of 
exorbitant interest rates from the rich na- 
tions to the poor. F 
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From an office near you, a world begins. 

It covers Asia with nine strategic offices, 
then spans the Pacific to a system of 900 
locations throughout the American West, 
and advances on to New York, Latin Amer- 
ica, Europe and beyond. 


This is the world of First Interstate Bank. 


We make it easier for you. 
Because we've grown internationally 


Member FDIC 


4 
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gau correspondent ban 
can combine our prívate DONE NN. 
advanced telecommunications, attentive 
service and tailor them to you. 

And your nearest First Interstate Bank 
office can put ít all within your reach. 


T| First Interstate Bank 
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We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
making perfect halftone copies is a 
lot like making toast: it's easy to make 
them too light or too dark. Most 
conventional copiers cannot copy ~ 
halftones faithfully: their halftone 
copies are usually too white or too 
black. 
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A comparison of toner on a sleeve roller. On the 
right is conventional iron powder carrier: coarse in 
texture. On the left: Minolta Micro-Toning System S 
micro-carrier, soft and very fine in texture. The 
results. finer fine lines. Solider solids. Superb hait- 
tones with incredible definition. 


ur PPCs give the user out- 
standing halftone reproduction: 
halftone copies that are often cleaner 
and crisper than even the original. 
And, naturally, line portions and solid 
portions that are made with great 
clarity and precision, too. 

Minolta PPCs combine many 
advanced technologies to give them 
their superior halftone copy quality 
and consistency. One, the Minolta 
Micro-Toning System. accurately 
reproduces the tonal gradations of 
the original while applying a more 
uniform deposit of toner onto the 
copy paper. A "softer" image is thus 
derived, giving superb definition to 
halftone copies. 





Our Automatic Image Density 
Control and Automatic Bias Adjust- 
ment systems help insure that each 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs, dials or levers. With no 
“oops, too light... oops, too dark" 
halftones and a wastebasket over- 
flowing with expensive discards. 

Consistently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly, line 
and solid portion copying is a snap. 

And that, folks, is why Minolta 
EP-series copiers are known as ‘the 
toast of the town 


EP710/EP530R/EP530/EP320/EP 310 
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MINOLTA CAMERA CO., LTD., Business Equipment Division, 
30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 


See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors: 


Taiwan: Aurora Corporation 8th Floor, No. 148, Sung Chiang Road 
Taipei Phone: 563-9971 

Hong Kong: Minolta Hong Kong Ltd.67-71 Chatham Road South 
Oriental Centre, Kowloon Phone: 3-676051 

Singapore: Minolta Singapore (Pte) Ltd. 5th Floor, Chiat Hong Bldg 
110, Middle Road, Singapore 0718 Phone: 3365441 

Malaysia: City Marketing Sendirian Berhad Lot 3, Jalan 223, 
Petaling Jaya, Selangor Phone: 576218 

Thailand: Technical Supply Co, Ltd. No. 52 Rajadamri Road, Opposite 
THAI DAIMARU, Rajaprasong, Bangkok Phone: 252-9155 
Philippines: Floro Enterprises, Inc. 500 Carlos Palanca Street, Quiapo 
Manila Phone: 48-28-91 

Indonesia: P.T. Perdana Nirwana Abadi Co. 678, JI, Krekot Raya, 
Jakarta Pusat Phone: 372609 

India: Methodex Systems Pvt. Ltd. 60 7-8 Meghdoot 94 Nehru Place 
New Delhi-110019 Phone: 682475, 682476 

Pakistan: Allied Equipment Ltd. First Floor, Nelson Chambers, 1. 1 
Chundrigar Road, G.P.O. Box 680, Karachi- 1 Phone: 214922 
Bangladesh: Brothers International Limited GPO. Box 767, 
Adamjee Court 115 — 120, Montijheel C.A, Dacca Phone: 232293 
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What makes an airline human 


With Pakistan International Airlines, it's just like coming home. 


All great airlines are similar in many ways. The need Pakistan International Airlines is one such airline .. . 
for a high degree of professionalism, advanced techno- X it's just like coming home. When next you fly to America, 
logy, efficiency and reliability are common to all. Few — Europe, the Middle East, Africa or Asia, fly Pakistan 
airlines achieve the truly highest International Airlines. 


standards because the one factor, | 1 
- Xj PIA 


above all others, which makes this 
^ Great people to fly with 








possible is intangible. Ambience. 
All kinds of everything. 
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BHAS. Zinc for world renowned products. ' 


LEAD 


ZINC 


The Broken Hill Associated Smelters Pty. Ltd. 55 Collins Street, Melbourne, Australia 3001. Telex: AA30285 
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BANK GROUP 
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PROFITS AFTER TAXATION (S$’000) 1981 1980 Increase % 
The Group (after minority interests) 133,407 92,322 41,085 +44.5 
The Bank (UOB) 91,181 57,854 33,327 +57.6 
DIVIDENDS 


Final dividend of 10% less tax on the enlarged capital of S$394.5 million. Together with the interim 
dividend of 8% less tax, the total dividend for the financial year would amount to 18% less tax. 


BALANCE SHEET AS AT 31 DECEMBER 1981 

















LIABILITIES S$'000 ASSETS S$'000 
Capital & Reserves 973,903 Cash, Balances with Bankers 2,359,128 
Debentures 102,450 and Money At Call 
Total Deposits 5,341,819 Government Treasury Bills 268,114 
Other Liabilities 1,063,571 and Securities 
Acceptances, Guarantees Investments 397,485 
and Other Obligations Loans & Advances 3,977,790 
On Behalf of Customers 2,191,494 Other Current Assets 244,948 
Fixed Assets 234,278 


Customers Liabilities for 
Acceptances, Guarantees 





























WOES | m 2s and Other Obligations - | 2, 191,494 
Total Liabilities 9,673,237 Total Assets 9,673,237 
A copy of the VOB 1981 Annual Report is available on request. 
The United Overseas Bank Group TE United Tokyo: "t Kokusai Building, 4-1, 3-Chome, EESAN 


Overseas Bank, Chung Khiaw Bank and Lee Wah Bank): Chiyoda-ku, Tokyo. Tel: 03-216-4251. Telex: 22178. 

more than 40 years of experience in Southeast Asia, over Cable: TYEHUABANK. 

80 branches in Singapore, Malaysia, Hong Kong, Tokyo, London: 2 South Place, London EC2M 2PR. Tel: 01-628-3504/7. 
London and agencies in New York and Los Angeles. Telex: 888278. Cable: TYEHUABANK. 


. - New York: 130 Liberty Street, 27th Floor, New York, NY 10006. 
Head Office: 1 Bonham Street, Raffles Place, Singapore 0104. Uy eae Ecc RR RE a E bc + ck keer 
Tel: 919988/912555. Telex: RS 21539/21804. Tel: 212-775-0560. Telex: 232265. Cable: TYEHUABANK. 
Cable: TYEHUABANK. Los Angeles: 911 Wilshire Boulevard, Suite 1800, Los Angeles, 
California 90017-3478. Tel: 213-623-8042. Telex: 6831011. 


Malaysian Central Offices: Chung Khiaw Bank, Bangunan Cable: TYEHUABANK. 


Lee Wah Bank, 10-11 Medan Pasar, Kuala Lumpur. Tel: 87761. 
Telex: MA 30232. Cable: CHUNGBANK. Lee Wah Bank, Bangunan 
Lee Wah Bank, 10-11 Medan Pasar, Kuala Lumpur. Tel: 88351. 
Telex: MA 30265. Cable: BANKLEEWAH. 


Hong Kong: 34-38 Des Voeux Road Central, Hong Kong. 
Tel: H-257171. Telex: 74581. Cable: TYEHUABANK. UNITED OVERSEAS BANK GROUP 


Trade Finance Leaders in Southeast Asia 


















uy ath the cee 


. The reason is simple. Users are TR IF x 

at the margin of what they can afford. If |] 
! goldi is expensive, they j just buy less of it. 
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| gracefully step aside until investors | 
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. . Itean fairly be said that users who can 
barely afford gold at all are the ones who 
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dicting future trends. 

‘his technique depends. onan analysis 
tistics of past buying and selling and 














€ based on those appearing in 
ld 1982, the latest annual analysis 

published by the gold- mining conglom- 
x rate, ' Consolidated Gold Fields. Shroff 
d with the figures sup- 
sold Fields to produce two new 
. The figures extracted are very sim- 
ie amount of gold mined and the 
nt of gold bought for. use (as. op- 
o Mvesimenii, "The exercise is 







SUR Us ud 


fraught with potential for error. For 
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U der a pragmatic administration, ohánges are b nade 
to allow fora bigger, more Ropnismestn banking system - 
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Hongkong dollar deposits of. less than . 
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'| Hongkong.". > : 
The administration is favouring: large 
international: banks, Costa Pinto said. 
However, in view: of the territory' s close. 
links with Portugal, he is now in Lisbon as 
leader of a small delegation of local and | t 
| Hongkong bankers to "talk about. the | k 
| movement of capital. from Portugal to | 
Macau.” oo 
| Costa 
clear d 





Pinto’ s pragmatic approa h is a 
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WE HAVE BEEN CARING FOR AGES. | 
JUSTASK THE ITALIANS. 


From Rome to the Renaissance the Italians promise of Ist class container transport with 
have a history of care. Hardly news then that punctual and reliable service. Meticulous care. 
ScanDutch is persistently chosen to carry pre- It's given us a reputation 


cious commodities between Italy and the Far that stands on its own. 
East. For a decade we've been delivering on our ScanDutch 
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IST CLASS CONTAINER TRANSPORT 








ng. | taken anothers step forward a by offering f for le 
al |.the first time shares of a wholly. locally - :sidise 
owned company to the public. In the pro- | put 
- 1 cess a precedent has been set for the trans- `| tage. 
‘| fer of land title, through which most 
e| domestic companies seeking flotation | st 
must go. Meanwhile, a foreign, joint-ven- | op: 
> ture company will soon become the 13th .| fic 
counter on the local exchange by offering | or B. 
preferred shares to the Indonesian public. | (Ba 
Supreme ‘Cable’ Manufacturing Corp. | a 
| (Sucaco), a leader. in the fast-growing | tion of director: 
power and telecommunications cable in- Baie qut source 
dustry, is the first domestic capital invest- | 
ment or Penanaman Modal dalam Negri | 
(PMDN) company to be listed on the - 
Jakarta Stock Exchange. Sucaco, with king, when land is acquire 
sales of Rps 22 billion (US$33.3 million) i in | D. a coinpany y foi s operatic n- 
1981, is offering 4.8 million new sharesto | ters its beue are fi as à fixed isset) the | 
the public, which will constitute 30% ofits | right t e i 
“enlarged capital. The issue is being man- 
aged by Indonesian Investments Interna- - 
tional, which is partly owned by Sucaco's 
main bank, Bank Dagang Negara, and . 
Nikko Securities of Japan. All 11 com- 
panies which went public before. Sucaco 
are foreign capital investment or Penana- 











| y no such advan- » 






jaring. for a public 
All aspects of its 
closely by: the of- 
























o oft pus : 
X Mens Sera underlining n fne ad- 


a. 































= u ds S industries 
/ ainly garments and plastic goods —~ iS 
he recent agreement between the issuing - 
nstitute and the National Bank of Angola 
us D subsidised" E 















O E Y which 
and must bargain 
the land”, “the rig explc 

mally for agricultural Sateen c or ie 
shorter-térm - “right of use.” Whichever 













Jr the Us prime fate. dn ed last year, E e 
" government ebtained a ne first tra che’ oí 







a piece And the government 
far from being hit by a ean crisis, in 











ks on terms regarded : as not too | 
spite the uc ne of: a tranche 






view of the protracted” fall: in: »révenues |: 
=| from primary produce exports and the | 
deterioration i in Malaysia's terms of trade he 
|< The loan is in three tranches. The first; 
| of US$450 million, carries interest at 0. 125. | 
the | percentage points over the US prime rate. spared a 
|_| (currently between 16-16.5%) payable in | <- 
| nine years with à grace period of four |- i 
ears. This was announced by one of the- 
ead managers, Manufacturers Hanover | 
| Trust (MHT), in London where talks on | 
| thesyndication were held. — ^. x 
The second tranche of US$400 millior 
bears interest at 0.375 points over the si natk 
month London inter-bank offered rate | o 
ed (Libor) — currently 15.18% — with ma- |: 
Tevised | turitv and grace periods of. 1 and five i 
“not indicate. that: | years respectively. I 
ifficulties in obtain- | | The third tranche of US$150 Bion i 
os T] tobe “tax-spared,” ? pple! to clarificati 
















































Donne PM 
cuts in public-secte 3 
economic plans — 
pepe anticipate 


; Malaysian Gane | 
m ide to seek the bil- 




























capital. 





-pendi 
actual use. R 
, ment by theo 























































"procedur sand can k transfers of land right 


pated taxes, thereby 

discount on the Rps 2,000 per sq. m. pro- | of going to the 

posed by the government, as wellas five- | that, were it 
year instalment payment terms, but some | land office 






nd, sale of land from an 
ther individual can be 
nd the-«government does - | Hice s un 
e transaction, except ad- | company officials and independent obser- | tance of the capital 
hus when a.company ac- | vers thought that the Rps 200 million orso | have had to pay several tin 
operational purposes, it | the company will haveto putupintotalfor | did. 

; 1o use the. names. of. its directors. | the transfer of land rights is too high. The. | i 
one of the directors of a company | government departments involved in this | sidiaries of West German pharmace 
ribute land he owns (instead of | case were the. Jakarta ‘governor's office | company Bayer have been. merged 
t ç nyandkeepthe | and the land office in the Home Ministry. | Bayer Indonesia in preparation fo: 
oa “legal discre- | -. In the end, Sucaco decided to pay up | public. Bayer Indonesia will sell 2 

vately registered. 


and go public. According to one company | lion shares to the public, two-t liri 
esheets, but | official, this was because of the great Op- | which are old shares to be released b 
ave got.away. 
















































































portunities which await the industry: In- | donesian shareholders in the three 
| sidiaries and the remaining third new: 
per 1,000 people in Asean and its electric- | The 2.3 million shares will constitute 
ity generation capacity is about the same | of the. new company's capital. (A fu 
as Singapore’s despite the enormous dif- | 1095. will.be retained by existing, 
Bayer shareholders including Indo 























cials argu- 
ered to the 
nsidered.a | 
ion, with all usual | 
je elt Sucaco should 
€ allowed to transfer without cost (except 
d trative cost) on the ground that  ferred shares" which Bayer says 
e law concerning companies’ use of land | higher returns than the rest. Th 
a. loophole, leading many domestic | tal neede (unusually) carry voting rights.” 
'anies.to do as Sucaco had done with As in other PMA cases, going: 
and. It was also argued that since the was more or less forced on Bayer, 






ot adh 

















s that the units offered to the publi 
“non-cumulative, profit-participating 












































and was really the company's and only 
“mistakenly” registered in individuals 





because they had to. do so to obtain ap- |—— 
proval for expansion -— in most cases it | ff 









was keen competition among banks to 
provide the best terms; they said. But d 
there is no indicatior the govern- | f 
ment will continue sübstantial borrowings 


, ment had wanted a larger tax-spared.por- - 
tion (on which participating British banks — 

















.:the loan. cheaper) and (understandably) 
preferred. interest to be based on. Libor | 
rather than the US prime rate. But rising 
profit expectations by banks coupled with 
-the Malaysian Government's. perception 
; of competitive demand for loans from the 
_ private sector to finance property commit- 
-< ments led the Treasury to accept US prime - 
asabasisforinterest. © =o oo 

. However, the tentative agreement, €x- 
| pected to be formally signed in August af- 
ster the lead managers have brought in oth- 
| er participating banks; limits interest pay- . 
ments based on the prime rate to.115 basis. 
. points over.the adjusted 90-day certificate - 
-of deposit (CD) rate in: the US. For in- 
. stance, a CD rate of 10% plus 115 basis | 
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~The Far Eastern Economic Reviey 
now. publishing a quarterly i 
which details by category and date 
everything that has appeared in th 
— Review, The index is available on 



















| hamad, which has earned a reputation for 
its. bold anti-corruption and public effi- | | 
€iency drive, would continue cutting down |} 
on public programmes and government 
benefits — thus reducing the need for for- 
. eign funds. This means that foreign bor- 
_Towings are likely to be:kept as close as 
possible to the US$1 billion mark annual- 













quarterly basis. Subscribe now’ an 
each quarterly index will be sent t 
© you automatically as soon as it 
. comes available. A vital research te 
the Review index will save hours of 
> needless searching for informa 
, ORDER. YOURS TODAY! O 
.. HK$60.00 (US$12.00) for 4q 
(issues. Just compleie the c 
below and send with your payr 













































































































T; Fuji Bank, government-backed - 
yan Banking Bhd (the second largest. 
l bank); Bank of America; Citibank; 
onal Westminister: Bank; Mitsubishi 
kand Dai-Ichi Kangyo Bank. All will 
qually in the three tranches. 
anks said they were happy with 
ms, particularly, as: the US prime | 
incorporates an. acceptable 


| The Circulation Department, es 

_Far Eastern Economie Review, | 
GPO Box 160, Hongkong. ; 

.| Please send my order for the Far East 
| Economic Review QUARTERLY INDE: 












"ally by cutting down ‘on public current - 
spending alone. Finance Minister Tunku | 
Razaleigh Hamzah said last week the gov- 
ernment now thought the public sector 
had played too large arole in growth. 

. The government is: also aware that se- 
vere problems could be posed to the bal- | 
ance of payments in the 1990s through in- | 
terest payments. by borrowing excessively 
to maintain a high growth rate in a period 


















focal currency) in payment. E 

















i : Na me tiennent tret iem i a ment. 
| Address |... 
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egards as unhealthy: So the West 
man company (which will still own 
Y% of Bayer Indonesia after the piene 
apital dilution) has decided to pay a. 
igher dividend (15.176 in the first year) 
» the local public during "the period of 
xf UN The new indonesian inves- 













"foregone. d "other 
tiers Sha will receive "very sub- 
tially^ lower dividends for the first 
| A ars. There is a feeling that other 
follow suit in order to raise in- 
s for investment. — 








vill be the last company to go pub- 
gthe regulation on non-taxable 
‘revaluation which was insti- 
in 1976. This regulation allowed re- 
iion according to fair market value; a 
regulation has been introduced and 
become effective next month, allow- 
: valuation on an. index basis. 
d gs. equipment, vehicles and land 
ts can now only be revalued through. 
rmined, standard multipliers. 
re is general agreement that in most. 
s the use of the new method will pro- 
: substantially smaller increments in 
ixed-asset values. 
- Bayer, for example, says its increment 
yhich is M ORE ante under the 





























































ie companies went overboard in boost-. 
g their asset values and the government 
as iem giving pud too > much to coax 























i T apply t he Tidone ise that t the 
reduction i in incentive may actually accel- 
e the pace of new issues if enough 
anies see the new rule as a penalty 
heir previous inaction. There is also 
iplied threat of further reductions in 
es. But there are those who feel 
ong the conflicting objectives of 















given priority ! 
| capital market 2 Apparent! | 
ed. thi the t 


ec revaluation ‘and B 
| this year daily turnover has been running 
| at around Taka 12,000 (US$792) and it. 
| reached Taka 23, 000 on one day in 
| March. Dacca Stock Exchange chairman | 

















l S incurring tax. E 
2 To those who have ae i ie capi- 
i tal market pedes be bolstered until it. 





HIM 


of fi xed assets 


ted i n | high payout ratios, something r 


duced to only si 


: Th l he : govermnient E ed uy P aimi | : 
regulations after a group of advisers. a , 
t Harvard University. of the United. 3p Sn 


o regulation seems to have been that. | | om e SE a 
E Dacca: The Dacca Stock. Exchaj ie, ae 
| founded in 1960 and dormant since 1972. 


| when Bangladesh undertook wholesale 


nancial authorities, the tax edes Ad 





By S. Kamaluddin 

Dacca: The New Industrial Policy an- 
nounced on June 3, signalling the vir- 
tual denationalisation of all industries, has 


surprised even. ‘the most vigorous expo- 
nents of private enterprise by giving $0 


much away at One go. 


The nine-week-old martial-law admin- spande ded, 


istration of Lieut-Gen. H. M. Ershad, 


which has emphasised the need to imt- | § 
| prove efficiency and curb endemic corrüp- id 

tion, niade clear from the beginning its tilt 
towards private enterprise. The. basic | 
thrust of the new policy is in a 15-point r 
programme to "expand the manufacturing. | 
sector with increased private-sector. par- | 


ticipation and. to develop indigenous 


technology and. encoura ge judicious appli- : 
1 cation of approy 


iate technology.” 
dustries Shafiut 










. Adviser. for 





announcing the’ policy (which süpersedes 
a 1978 policy), said it was the result of the 
| perceived “needs of the country and does x ar gh 

not reflect doctrinaire considerations.” 


The reserve list, delineating industries 
which are publie nonopolies, has been re- 
"These are the manufac- 

































| nationalisation of industries, is gradually 


| coming back to life. It appears to be re- | 
| sponding to the present. government's . | 
i encouragement: of the private sector — - 


| but it still has.a long way to go. 


| Despite the: late president Ziaur , cen 
| Rahman' S five-year- 2e efforts t to od jun 


es 


| Khwaja Abdul Quddus hopes it will rise 





| nationalisation measures. 
| In 1971 there were 195 stocks listed 


‘Azam, | 










1 aer ae to reactivate ear ‘in P : 
| 1981, Zia was assassinated and the: mar- 
4 | ket suffered a severe setback. Pu quer 
.$ * Dormant though it has been for: a 1 long | 

tithe, the market is not dead. Since early 


| substantially as a result of the current de- 15,0 





ture ofa arms ‘ind related defence equip- 
ment, atomic energy, air transport, tele- 
| cations. power poco and 









h public and pri- 
while | | been. ex 


] ee avy industries 
; zs. inc vehicle 


chemical and petrochemical industries. 
The new policy aims at improving the 
efficiency and profitability of public-sec-- 
tor corporations by reducing overheads, 
toning up. management, improving. ro- 
ductivity and reducing their size by | *disin- 
vesting abandoned industrial units in a 
phased manner." Additionally, it has 
| been decided that private firms will re- 
| ceive mal hgement. contracts for the huge 
1 ; Machine Tools Factory, the 

r industrial unit; Gen- 

ic Manufacturing Plant; Chit- 
y Dock; ; North Bengal Paper 
‘and Toson uri Ban- 











| Mills, 





just 27 following: 
tion programme Those stocks still listed | 
include. well-kno ne mpanies such as 1i 

neladest o controlled by L 

















| group), - -Phi ips Petroleum}. Ban- | 
` fades APA sigur Wie ee on. d 


















de he nomi nal [- 7 i 
| ited at t around Taka i 


ion) i is more than Taka | 
750 ‘million. "One favourable indicator | 
for the future of the market was the re- | 
. jon, by two-and-a-half | 

public share i issue — | 
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KAMALUDDIN 






Please forward me a copy of Asian Golf Digest every month for the 


next rj 6 months. C 12 months. I enclose cash, cheque, money 
order for the amount of $ -äs indicated. 









ent for some time to bring pr jate-sec 



























duse of poor management and other 


1e late president Ziaur Rahman held pro- 
ged discussions with General Motors 


aking equity participation in Progoti- In- 
es or taking over its management. 
othing came of the moves. Progoti In- 
ries assembles Bedford trucks and 





General Motors. It also assembles 
ota jeeps. | 

ement contractors hired to run 
nits will be fully responsible 
lagement, production and market- 
h at home and abroad. They will be 
ected to turn a profit. Diplomatic 
: told the REVIEW nm already 










e > Belgian and one Indian — lide sub- 
tted bids for contracts. The World Bank 





et 


ri ciple 







nila: For at least two foreign com 
doing business in the Philippines, 

























actors Amoco Philippines 









nust, upon meus business licence; 








 jeast - 










as. In 1979, the administration of. 


h a view to the American group either | 


haul cars (the Viva) under licence : 


offer d tuna to meet the govern- 









ple to return to private ownership - 
25 textile m and some he nae 


usti firms threaten to o pull ou of the Phili op n 5 
ext ent of new deposit requirements is reve aled 






sit requirement in the new corpora-* 
ode has turned out to be a heavier 
yurden than earlier thought. It was 
after American-owned oil service 
and 
e Cities Service protested and 
to pull.out of the country that | 
of the required deposits was 


ie PERT impression was thata foreign. 
any covered by. the requirement 


ies and Exchange 
| ~ P 100,000 
S: 11,800) on of securities accept- 
to the commission (REVIEW, May 
is now learned that if the com-. 
y's gross earnings in the year before 
PUn exceed. P5 million, it must 

i acceptable securities 


red up 
some of these units ia due local Socks 
ket. The 200 industries range from heavy 








engineering concerns 
goods-producing factories. All this is in 
addition to the 21 smaller industrial units 
which the government offered for divest- 
ment in May. : 








fhile none of the de- nationalised en- 
terprises will be offered ‘to foreign 












exchange, either in, part or in whole and a 
premium based on Taka 10 (66 US cents) 





tional incentive. — | 

Foreign investmént will, however, 
encouraged in new enterprises, particu 
larly those - requiring. "specific technol- 
ogy.” Specifi ically, foreigners will be wel- 























tries and in existing private or p blie-sec- 
tor. enterprises where an injection. of 
foreign capital: or technology would i in- 


| crease productivity and proe 









posits are “not only for.the benefit of pre- 
sent and future . 


or buy" Philippine securities and thus 





ment” of the country. | 
The acceptable securities are govern- 





instruments. Among - those: im 


pines notes, central bank certificates of 
indebtedness, 
Treasury notes, National Power Corp. 





vestment code or listed on the s 
"change, shares in domestic insur 

















plants producing essentials such as ce- 
ment, paper, fertiliser and sugar to small - 
and consumer | 



















investors, preference will be given to 
Bangladeshi bidders able to pay in foreign E 


per £1 (but applicable to various curren- | 
cies) will be offered to them: as an addi- | 


| observer, w 


come in gas-based, export-oriented and... 
J i capital- and technology- -intensive indus- — 
the government.has agreed | 






E says in its rules a à d fegulations that the de- 


| . creditors” but also to 
“compel” foreign companies to “invest in | 


"foster social and economic develo Adi 


ment debt instruments and private equity | ble e [ 
group aré Cultural Centre of the Philip- | 
Treasury savings bonds, | 
bonds and premyo (lottery) bonds. The 


second group includes shares in enter- | 
i d-under the omnibus in- 


"panies under the supervision of the insur- | thrth 
ance commission. and Shares. in M ese Ch 





M anwhile, “Azam Said. regulations | for a 
investors will be simplified. Government — ~ 
agencies will help prospective investors to S 
prepare project profiles, the list of sectors. 

where no government approval is re- 

quired. will be expanded and a time limit | 
will be set for official approval of new ine 











id's desire for decen- > 
qau o approve industrial | - 
investments v Iso be vested at dis- 
trict level. 'But enterprises whose im- 
ported raw r terial content is more than - 
20% will co nue io be referred to the In- 
 vestment Board. Spe alised loan agen- 
cies will also autho se their district offices 
to sanction loans, licensing. procedures 
will be simplified and terms of debt-servic- 

i ing improved. - a | 
. However, a Dac a-based diplomatic | 
e exp essing his approval of 
the new line, felt it would be too much for 
the country's private sector to digest. 
“The private sector in Bangladesh i is very 
thin. and suffers fr m numerous problems, | 

| i well'as financial," he 

doubts about the ~ 
/ of the Bangladesh | 
doubts exist about - 











































| private: oil firm 
Their concern, however, has hot. so far - 






; against thei ame l ipo i 









: pnm origi compai ies O7 
. iness in the i aip but aa B 
| abroad It ra X inens members of the Ey 



























tis E ible d that its 
"ind depositing _ 
Kos size of their » 






their pectic firiis don nót mind pede i 

ing the P 100,000, but 2% of excess gross | n 
earnings is “just too much." The position | 
is quite understandable: Amoco i 
lead company in th:  Cadiáo con or u 
















foreign o mpany 
r, the commission has | 











ing the new dir 
about another n 


lems ae Bangladesh. At pre- 
: more than 4,000 licensed or 


drugs available in the country. 


f experts appointed by the 


ollowed guidelines from. 
th Organisation which.. 
not more than 248 basic 


ittee ; also suggested, accord- 
pu shed reports, that “all prescrip- 


ficals and vens ien Med eee 


ae source told t the v REV 
SBovertment goes ahead Mid | 


sh 7 ops and say goodbye 


: S dial i companies, E 
h and. American, controlling - 
jevelo of the mee are ; üpset (d 


itself. These, are foreign 


ng offshore banking units; 


porations, including | 


organisations; foreign corp rpo yra- 


tive offices h ere, and ‘regional o or area 
headquarters of. multinational corpora- 


tions ECCE under a Decree | 


a if : a Jionee TR company was at 
licensed under the old corporation code, it | 
ds given two years from the implementa- ] 


‘tion of the new code to comply 
deposit requirement. Also, the ci 
sionis reported to be amenahl e to th 
o ganing a apt to. foreig ns 


y that if if the 
i Ae drug | 


|| million. 
which is British- and Filipino-owned, i 

also more than doubled its net income | 
| Em P15.1 million to P40.5 million. . 
ot Enersy. {formerly el | 
li | ing. suffered a decreased profit on an ins. 


The Eagle has la nded — 


Great Eagle Co., one of the high fliers of 


Hongkong property development, has 
had its progress checked by the slow- 
down in the local market. For the 1982 


first half, ended on Mar. 31, the group's. 
net profit was. HKS25, 7 million (US$4.4_ 
million), 59% d down from the HKS62, 9 


a year ago. 


No new mc were complet- d 
ed during the period and the company 
had to look to rental income and sales of | 
unsold stock to sustain earnings. Itcould. 
| have been worse — an estimated HK$13 


million was pumped into the bak 


| ance-sheet from equity accounting of the. | 
| profits of 33.4%-owned associate Regal - 
Hotels Holdings. 


For the full year, analysts predict a 
substantial drop from the 1981 profit lev- 


el of HK$106.4 million. Prospects‘ are 
not encouraging, with about 77% of the | 
company's land bank reported to be for | 
| industrial development, asector particu- 
larly hard hit by the recession. The com-. 

| pany has declared an interim dividend of 
.| 3.5 HK cents, compared to the previous 
| 6 cents. 


| Philippine bon 


|| The bottom line looked good for all five | 


— CHEAH CHENG HYE 


slumped. "S776 


vidends per share for the years | 
to Rps 175 which was well above eai 


expects a difficult 1982 « owing toa 8 

decline in the growth of the local vehich 
market. The next expansion phase to bi 
completed. in 1983 will raise the com 


| pany’s capacity to 2.2 million tyres a ye 
from the. current capacity. of 1.9 millic 
‘tyres. oe 


— A CORRESPON EN ; 


Mobil slips - E: 
Net. profits of Mobil Oil Austra 
to  A$31.6 milii 
(US$33.3 million) in the year to Dec 


; 1981, compared with A$73.6 million 
previous year. However, group reven 


rose. to. A$1.7 billion, compared 


: ASL. .6.billion in 1980. Although dome 


tic demand for petroleum p 


eased: about Zh. N Mobil said its Las, 


1981. | i 
‘The sharp profit ee is after. i in 
cluding a foreign-exchange loss. ¢ 


|. AS10.1 million. Capital expendi 
c réased kis A30 million! to ATE 


Philippine petroleum. companies, thanks. | AS$7.98 i 
| mainly to inventory gat n: | 

| bined net earnings rose from a mere P6 | 
M million’ (US$713. 000) in. 1980 to P364. 5 


al were Mobil Oil Philippines. and Calex 
| Philippines, 
p dia moved from a net in of E 4. 


both American-owned. 


| income Pon P680 000 i io | P2 238 millon. 
i State-owned. Petrophil (formerly Esso 4 


ned) ı more than doubled its net profit 3 


m just under P20 million to P43.3 
Pilipinas Shell Petroleum, 


rods to "P43 milion. 


| eeu GONZAGA | 


ed to take dr in mining as iul em- = [t 
acto rs Or investors or both, orn. iz 


duced thé p 
tivity. Meanwhile, : 


interest payment E 
rosé to A$9.7 million, up 3296. Gre 
revenue during the. period rose 4.6° 


t | A$326 million. Lower revenue in 


Pacific region is being offset by im 
proved trading within Australia, dire 


tors said. The depreciation provision 


rose to A$6,95 million compared with. 
AM. I million previously. | 
— BRIAN ROBINS 


Gwalior under pressur 2 


India's leading manufacturer of artificial. 
fibres, Gwalior Rayon Silk Manufact 


creased turnover in the year to Mar 
31, Gross profit. declined by. 18 
Rs 201 million (US$16 million 
turnover climbed 11% to Rs 3.3 
The company blamed the setback. 
“dumping” of viscose staple fibre in t 
Indian market by foreign producers. On. 


| the brighter side, Gwalior has been in 


vited by the Philippine Government to 
bid. for a 60-tonne-a-day viscose staph 
fibre plant to be set up in that country 


~The company's chances of winning the 
| bid are believed to be good, and fi ar 

| ing has already been promised by thi 

| State Bank of India and the, ind 
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LETTER FROM LAHUL 


aa By in Lahul was very difficult until 

the road came. All we had to eat 
was barley flour, tea and a little wheat; 
and for light in the evenings, a sliver of 
resinous wood,” said Paltar Buti, the 80- 
year-old wife of the former head lama of 
Shashur, as she sat on the doorstep of 
her stone-and-timber house looking at 
the glacier across the valley. 

The change for the better in this re- 
mote Himalayan border district of India 
is strikingly evident. It serves as an 
example of what can be achieved in a 
backward area when special program- 
mes and facilities approved by the cen- 
tral government are translated into ac- 
tion without corruption or obstruc- 
tionism from vested interests. 

Lahul is accessible only from late June 
to mid-November. The rest of the year 
the main road from Manali over the 
14,000-ft Rohtang Pass is closed by the 
weather. The only other road into Lahul 
through Spiti is open 
for an even shorter 
period. 

Many Lahulis 
openly admit that the 
border war with 
China in 1962 was a 
boon to Himalayan 
development because 
of the vast road net- 
work that the govern- 
ment subsequently 
launched. For cen- 
turies their only links 
with the outside 
world had been the 
bridle paths used by 
mule caravans. 

On the road to 
Keylong, the capital 
of Lahul, this writer 
passed more than 20 
trucks plying to 
Manali in a last-minute rush to get the 
potato harvest out before the pass be- 
came closed. Potatoes, as the only cash 
crop, constitute the backbone of the 
Lahuli economy. The Lahuli potato 
growers have formed a cooperative 
which deals with the powerful buyers' 
federation, mainly contractors from 
Gujarat and West Bengal. 

Horticultural experts have begun ex- 
perimenting for the past two years with 
an alternative cash crop — hops. This 
may prove to be an act of foresight be- 
cause this year the buyers' federation has 
stopped advancing money to potato 
growers, in retaliation for the coopera- 
tive bargaining for a higher price two 
years ago. 

This year 24 hectares are under 
hops. Subsidies of up to 50% are avail- 
able to marginal and small farmers and 
a hop-growers’ cooperative society 
has been formed to market the product. 
Hops may come to be the future back- 
bone of Lahul's economy, as they are 


much more remunerative than potatoes. 

The road has brought in technicians 
and stores and, with them, economic 
betterment. Electricity from micro- 
hydroelectric projects like that at Sissu 
has now reached even remote villages. 
But because of the district administra- 
tion's attempts to distribute the power as 
widely as possible the load is too heavy 
and the power is too weak. It cannot yet 
be used for industrial purposes or even 
to help reduce firewood consumption. 

Because of the road, in the long winter 
there is now less pressure on the local 
economy as many Lahulis spend the time 
across the pass in Kulu or Manali, where 
they are prospering. Many own restau- 
rants and hotels in the tourist centre of 
Manali. 

^But one negative result of the roads is 
the increase in art thefts," says Nawang 
Norbu, a local language teacher. Re- 
cently a large and ancient thanka 


| 
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A wealthy Lahuli family outside their home: gradual transition. 





(scroll), was stolen from Gemur Monas- 
tery. This part of Lahul, which is largely 
Buddhist, may be one of the last havens 
for art thieves because Ladakh and 
Nepal have already been plundered. 


he district was authorised specific 

extra central government assistance 
under various special schemes. In one of 
the remoter villages, Kolong, the fields 
are irrigated and wiring is going on under 
a rural electrification scheme. A primary 
school started in 1952 became a high 
school in 1972. Last year 12 students 
went on to college. There is a hostel for 
students who come from villages far 
away. In British Raj days the only educa- 
tion available in Lahul was the Moravian 
Mission School in Keylong. 

Literacy compares very favourably 
with many districts of India: 31.6% of 
the population is now literate, whereas 
10 years ago the figure was only 27.12%. 
The improvement in girls’ education is 
notable. 
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While the lower valleys of Lahul are 
largely Hindu, the Bhaga valley around 
Keylong remains a stronghold of Bud- 
dhism, which was introduced in the ninth 
century. 

But modern education, which is con- 
ducted entirely in Hindi, threatens to 
erode the traditional Buddhist culture 
during the next generation. Because of 
this, Bhotia (local language) schools 
were started in 1976 in Keylong, Spiti 
and Kinnaur. The boys, who are trained 
to become lamas, learn both the tradi- 
tional language and 
culture and also ac- 
quire a modern edu- 
cation through the 
Hindi medium. 

There is a major 
difficulty, despite 
compensatory al- 
lowances, in attract- 
ing competent pro- 


fessionals. Accord- 
ing to the chief 
medical officer, 


who is an honour- 
able exception now 
on his second post- 
ing here, many doc- 
tors manipulate 
cancellations of 
their postings. He 
said financial assist- 
ance for medical 
schemes was readily 
available both from the state and from 
the central government, but the problem 
was that there were no trained personnel 
to implement them. 

The transition from the old order to 
the new has been gradual. In 1981 the 
district heads of both Lahul and Spiti 
were linked to the old aristocracies of 
Lahul, Spiti and Ladakh. Two decades 
ago Lahul was still a feudal society. The 
most appropriate reminder of that past is 
the Rani of Khangsar, who now lives 
alone in an impressive but decaying 
manor above Kolong village. Her family 
used to own 140,000 acres, but now she 
bewails the loss of her old privileges. “In 
the old days people used to come and 
cultivate my fields. Now hired hands are 
necessary,” she complains. 

But hers is a solitary lament for, as the 
district commissioner points out, today, 
thanks to the accelerated development 
of the past 20 years, Lahul’s per capita 
income is one of the highest of any rural 
area in India. — ALEXANDRA GEORGE 
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LETTERS TO THE EDITOR 


Murder mystery 


Elizabeth Becker's article Murder with a 
twist [REVIEW, Apr. 16] about the mys- 
tery of Malcolm Caldwell's murder is re- 
vealing in a manner that she certainly did 
not intend. One thing becomes clear, and 
that is that we have learned nothing about 
the catastrophe called Cambodia. Possess- 
ed by mystery, she writes mysteriously 
herself. It is tragic that in the absence of 
knowledge the situation continues to be 
assessed erroneously — that is, without an 
intimate knowledge of the  circum- 
stances. | 

It was most ironic to read that docu- 
ments had suddenly “surfaced” in Phnom 
Penh, maybe even from the shelves of 
Tuol Sleng, cleansing the Vietnamese 
(with all the genius and sensitivity of the 
Vietnamese propaganda machine) of any 
wrongdoing in the peculiar murder. It is to 
be regretted that Becker did not question 
why these documents had not surfaced be- 
fore. Nor did she at- 
tempt to investigate 
the obvious relation- 
ship between the ap- 
pearance of these 
documents, visits by 
French and Swiss TV 
crews to occupied 
Cambodia and Viet- 
namese concern at 
this time to present 
the Khmer people as 
incapable of govern- 
ing themselves. 

As the future of the 
Democratic Kam- 
puchea resistance 
movement becomes 
increasingly prob- 
lematic for the Viet- 
namese propaganda 
machine, an obvious 
manner in which to 
illustrate the “inabilities of the Khmers" is 
to dwell on the fratricide of the past. This 
is not to say that the Vietnamese Govern- 
ment is free of all involvement in the 
downfall of Cambodia. Nor is it to say that 
the Vietnamese occupation of Cambodia 
is now saving the Khmers from themselves. 

The great weakness in so much contem- 


porary scholarship and journalism is that 


history is no longer considered a matter of 
people. What was once an indispensable 


knowledge of the people involved in a par- 


ticular conflict is now nothing but concern 
for sensational lines whose provocation 
depends precisely upon the absence of any 
intimacy or knowledge of the people in- 
volved. 

Itistherefore regrettable that in review- 
ing the new documents supposedly related 
to Caldwell's slaying, Becker made no at- 
tempt to investigate the present reputa- 
tion and circumstance of a man she impli- 
cates directly: Gen. Ny Kon, the comman- 
der of Democratic Kampuchea resistance 


Ny Kon: ormidable force. 





forces in the Battambang region. If 
Becker had any intimate knowledge of the 
difficult war that presently engulfs west- 
ern Cambodia, she would know that Kon 
is a man feared by the Vietnamese. 

Commander of the 320th Democratic 
Kampuchean Division, Kon (who is not a 
“political commissar" as reported) has in 
the past two years become a formidable 
force in the resistance movement. Almost 
single-handedly he has engineered from 
the ruins and starvation of defeat an in- 
genious military strategy in which neither 
victory nor defeat play any determining 
roles at present. Emerging from Cam- 
bodia in early February with my camera- 
man, Eugene Squires, and colleague 
Denis Reichle, I had the chance to be- 
come intimately acquainted with Kon as 
we followed him with his troops on the 
Battambang front. 

Openly critical of the past, Kon, though 
obviously intimately 
associated with pre- 
sent and former 
Khmer Rouge lead- 
ers, is a man upon 
whom the future of 
the resistance move- 
ment depends. Speak- 
ing with peasants who 
had fled to Khmer 
Rouge sanctuaries, I 
ascertained that Kon 
is something of a 
legend in western 
Cambodia and that 
his patriotism is in- 
creasingly respected. 
For the Vietnamese it 
is such men as these 


threat to the security 
of their continued oc- 
cupation, for ifin time 
those Cambodians living under Vietnam- 


ese occupation rise up and rebel, it will be: 


to such men as Kon that they will turn. 

It is therefore most peculiar that docu- 
ments appeared in. Phnom Penh directly 
implicating Kon at the same time that it 
was reported on Chinese and Democratic 
Kampuchea radio that a special foreign 
contingent had joined Kon's troops in 
Battambang province. If his stature was 
such that he was already receiving a spe- 
cialised foreign contingent, then the Viet- 
namese had reason to be concerned. 

Now, if Kon had in some or any way 
been directly implicated in the Caldwell 
murder, do you think it is likely that the 
Khmer Rouge leadership would have al- 
lowed us to join him for as long and as inti- 
mate a period as we did? I think that for 
any people vaguely familiar with the story 
of Cambodia and knowledgeable of 
Khmer Rouge strategies the answer is ob- 
viously no. 

And.so we come full circle: if Kon is in 
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Singapore’s National Trades Union Congress (NTUC), 
with its roots in the post-war struggle for self-rule and 
later battles for political power in the island state, has 
come through a sometimes turbulent two de 
adapting to survive. Now the NTUC faces a ne 
phase in its development under the watchful eyes of its 
secretary-general, Lim Chee Onn, and a government 
which sees organised labour, if properly “programmed,” 
as an instrument of social and economic change. Singa- 
pore correspondent Patrick Smith charts the future 
course of the NTUC and the (reshaped) unions under its 
umbrella, points to a recent fall in 
examines the NTUC’s business ventures and looks at th 
correspondent Frieda Koh describes the guided democracy unions no 


government wage guidelines. Pages 57-63. 








Page 8 

Two former Cambodian leaders 
embrace the leader of an ousted 
regime they despise in forming 
an unlikely coalition against Viet- 
nam’s control of their homeland. 
Meanwhile Vietnam is said to 
have offered to pull troops out of 
Cambodia, but the offer may have 
er only a balloon-flying exer- 
cise. 


Page 9 

Bangkok's military men seem to 
have played a larger role than the 
diplomats in getting the three 
Cambodian factions to agree to 
the pact. 


Page 17 

Britain's victory in the battle for 
the Falklands produces little 
Asian reaction because of wor- 
ries about regional situations 
with similar elements. 
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Page 18 
Manila is talking about Imee Mar- 
cos’ marriage to Tommy Manotoc 
again — and everyone is wonder- 
ing just who is putting pressure 
on whom. | 


Page 20 

South Korea looks to the Pacific 
in an attempt to play a larger role 
in the region's politics and 
economics. 


Page 24 

Port Moresby is advised to calm 
down over alleged border viola- 
tions by Indonesian troops — but 
the advice comes from a think- 
tank in Jakarta. 


Page 30 

It's back to the old-style rules for 
writers in China as authorities 
react to literary criticism of 
socialism. 
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Page 46 
Australia and New Zealand agree 
to sign a free trade agreement, 
but totally liberalised trade is not 
expected until 1995. 


Page 47 

Japan brings foreign technology 
— and money — to the coun- 
Praes to help reverse urban 
drift. 


Page 50 

Taiwan's Hsinchu science park 
pulls in much-needed  high- 
technology investment. 


Page 64 

The yen plummets further, and 
pg i may need to curb capital 
outflows to prop it up. 


Page 72 | 
Malaysia pulls together a tin-pro- 
ducers’ pact, but it is no ‘Tinpec.’ 
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Musa reminds Thais 
of CPM threat 


Malaysias Deputy Prime 
Minister and Home Affairs 
Minister Datuk Musa Hitam, 
on his first visit to Bangkok 
since taking over the dual 
portfolios, said that the In- 
dochina conflict should not be 
allowed to overshadow pro- 
blems along the Thai-Malay- 
sian border. 

Musa said: “Malaysia views 
the Communist Party of 
Malaya [CPM] threat as the 
single largest threat to our sec- 
urity . . . We cannot tolerate a 
situation whereby the com- 
munist terrorists with impunity 
can cross over into our borders 
to hit us and to spread their 
menace. For this reason, 
Malaysia will always require 
the close cooperation of Thai- 
land on this matter.” 

— JOHN McBETH 


Jailed journalist free 
to work again 


Malaysian journalist 





Abdul 


Halim Mahmud of the Malay- 


language bi-weekly Watan, 
who was detained under the In- 
ternal Security Act on suspi- 
cion of allowing his paper to be 
used by communists, has been 
released unconditionally after 
eight months in detention — 
which means he can return to 
journalism if he wishes. At the 


- time of Halim's arrest, the de- 


puty home minister said he had 
published articles provided by 
a communist embassy and the 
banned Communist Party of 
Malaya — some 10 in all over a 
period of six months. — K. DAS 


Hindu body condemns 
conversion by deceit 

The World Hindu Conference 
(WHC) has strongly con- 
demned the activities of Christ- 
ian and Muslim missionaries in 
converting unsuspecting Hin- 
dus by exploiting their poverty 
and ignorance. The four-day 
session of the WHC, which was 
held in Kathmandu during 
June 11-14, also called on the 
countries where Hindus live to 
pass laws banning such conver- 
sions. The conference, at- 
tended by 44 scholars from 11 
countries, adopted a resolution 
requesting Nepals King 
Birendra to assume the leader- 
ship of the Hindu movement 
and to establish an interna- 


tional university for Sanskrit 
studies in Nepal. The confer- 
ence also decided to raise a 
fund of US$1.5 million to es- 
tablish a world secretariat for 
the movement in Kathmandu 
and finance the activities of the 
Hindu movement. | 

— KEDAR MAN SINGH 


Confusion, apathy mark 
Papua New Guinea poll 
Despite a low turnout stem- 
ming from apathy among both 
voters and political leaders, 
confusion has marked the three- 
week long general election in 
Papua New Guinea which 
began on June 5 (REVIEW, 
June 11). 

While polling was on, Prime 
Minister Sir Julius Chan and 
opposition leader Michael So- 
mare left for Australia for 
speaking engagements. The 
Lumusa clan in Enga province 
abstained after about 3,000 of 


Chan: absentee candidates. 





them turned up to vote in the 
Mul Baiyer constituency — an 
area with traditional ties for 
them — but found they were 
ineligible to vote there. 
Confusion also reigned in 
Port Moresby where 6875 of 
those who came to vote on the 
appointed days — June 5 and 7 
— were not registered. 
Thousands of them lined up to 
sign forms enabling them to be 
registered and the election au- 
thorities decided to reopen the 
Port Moresby. polling booths 
on June 10. — ROWAN CALLICK 


BUSINESS 


Back to the bank 
at Jalaprathan 


After two months of intense in- 
fighting, the boardroom strug- 
gle at Jalaprathan Cement was 
resolved last week with the re- 
election of directors from the 
Asia Trust Bank group who 
were ousted in a boardroom 
coup in mid-April (REVIEW, 
May 28). The bank group re- 
gained control after raising its 
30% shareholding to more 
than 50% through block mar- 
ket purchases. The. two co- 
managing directors — Som- 
phob Sussangkarn and Rachot 
Kanchanawanich — who en- 
gineered the oustings resigned 
to make way for the bank 
group's smooth return. Narong 
Julachart, former Stock Ex- 
change of Thailand manager, 
will take over as managing di- 
rector. - 
The board changeover poses 
a snag forthe company's Baht 3 
billion (US$130 million) ex- 
pansion project to raise annual 
production by 1.5 million ton- 
nes. The board under Som- 
phob and Rachot awarded the 
contract to expand the Cha- 
Am plant, 300 kms south of 
Bangkok, to a Danish en- 
gineering firm but the decision 
was opposed by the bankers. 
— PAISAL SRICHARATCHANYA 


Indonesia gets 
loan in yen 
Taking advantage of Japan's 
relaxation of rules on overseas 
yen lending, Indonesia has 
raised. €Y13 billion (US$51.5 
million) in Tokyo. Lead man- 
aged by the Industrial Bank of 
Japan, the 10-year loan at fixed 
interest of 8.6% a year (slightly 
above the current long-term 
prime rate) will be used for 
general development pur- 
poses, It follows two major 
syndicated loans of US$300 
million each and a US$200 mil- 
lion issue of floating-rate notes 
in recent months. 

— SESUMU AWANOHARA 


Malaysia boosts 

spending cuts 

Malaysian Finance Minister 
Tunku Razaleigh Hamzah an- 
nounced last week the govern- 
ment would cut development 
spending in the current finan- 
cial year by US$2.7 billion to 
US$11.8 billion — much great- 
er than the US$1.5-2 billion cut 


announced earlier this month. 
Razaleigh said poor exports 
and a sluggish private sector 
necessitated the reduced ex- 
penditure, which would, how- 
ever, remain high at almost 
30% of gross domestic pro- 
duct. The government would 
be cautious in international 
borrowing to ensure debt-ser- 
vicing did not put a heavy bur- 
den on the economy, he added. 
— FRIEDA KOH 


Macau hopes for - 
textiles break 


Macau's turn at negotiating a 
textiles agreement with the 
European Economic Commu- 
nity (EEC) comes on July 15 
and the Portuguese territory's 
negotiators are confident they 
will have more room than 
Hongkong for manoeuvre 
against the EEC's protectionist 
approach. This is because Gen- 
eral Agreement on Tariffs and 
Trade figures show Macau can- 
not be considered one of the 
big four EEC suppliers (after 
Hongkong, South Korea and 
Taiwan) as the EEC claims. In 
1980, Macau exported nearly 
US$300 million worth of tex- 
tiles and clothing to the EEC — 
1.6% of the community's total 
imports of these goods and a 
long way behind Hongkong 
(1196), South Korea (5%) and 
India (4.595). Moreover, said 
Secretary for Economic Affairs 
Joào Antonio Morais da Costa 
Pinto, an exchange of letters 
between himself and the EEC's 
chief negotiator, Horst Krenz- 
ler, described Macau as “a less 
important supplier" to the 
EEC. — MARY LEE 


Japanese charged with 
US computer ‘spying’ 
United States Justice Depart- 
ment officials on June 22 ar- 
rested six employees of Hitachi 
Ltd and Mitsubishi Electric in 
California and charged them 
with attempting to steal sensi- 
tive computer information 
from industry giant IBM. The 
Justice Department also issued 
warrants for the arrest of 12 
other employees from the two 
Japanese companies who are 
now living in Japan. Senior 
Hitachi officials denied gener- 
ally that the company engages 
in industrial espionage but said 
they needed to study the 
charges further before they 
could deny whether their em- 
ployees were involved. 

— MIKE THARP 
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PRUNING THE PERKS 
Foreign experts in Peking, mainly - 
language-teachers and proof- | 
readers, are embroiled in a major 
row with the authorities over their 
pay and conditions. Several hundred 
experts staying at the Friendship 
Hostel in Peking are furious at the 
cancellation of their preferential 
rate for taxi fares. They are also 
dissatisfied with food and service in 
the huge guest house's dining rooms. 
The Chinese foreign experts bureau 
has refused all demands for 
collective negotiations. 


TOWKAYS IN TATTERS 


The main textile trading centre at 
Sampeng in the heart of Bangkok’s 
Chinatown has been going through 
hard times in the wake of the 
prolonged slump in the textile 
industry. Several large wholesalers 
and manufacturers have gone 
bankrupt since the beginning of this 
Wen Many more are expected to 
ecome insolvent in July after mid- 
year accounts are closed at the end 
of this month. The crisis is said to be 
as severe as the one immediately 
after the first oil shock of 1973-74. 


SOLID BASE FOR CONCERN 


Western military experts are 
keeping a close watch on the Soviet 
navy at Cam Ranh Bay and say that 
the Soviets are operating at least one 
submarine and a missile-launching 
surface ship out of the United States- 
built naval installations there. The 


AFGHANISTAN 

Soviet and Afghan troops claimed to have 
wiped out rebel forces and seized large 
amounts of arms during fighting in the 
Panjsher Valley, diplomatic sources said in 
New Delhi (June 16). | 


AUSTRALIA 
The Anzus council meeting opened in Can- 
berra (June 21). ` 


BRUNEI - 

A British army officer, Brig. John Fried- 
berger, has been named armed forces chief 
(June 21). | 


BURMA a i l 
Sixty-seven rebels of the Burmese Com- 
munist Party surrendered to the government, 
the official Burma News Agency said (June 
16). Hungarian President Pal Losonczi ar- 
rived on an official visit (June 17). 


CAMBODIA ! 
Two anti-communist Cambodian resis- 
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Soviets also have a repair facility at 
Cam Ranh Bay. The experts also 
note that the Vietnamese naval 
vessels are being seen around the 
Spratly Islands which could be the 
scene of a naval clash between the 
forces of the countries which claim 
the islands. The experts say that the 
Soviets operate between four to six 
aircraft out of Vietnam, some of 
which are long-range Tupolev Tu95 
Bear reconnaissance aircraft that 
have often been intercepted while 
probing air-defence boundaries 
around the South China Sea. 


A SPIRITUAL SAFARI 


The Dalai Lama is planning an 
extensive tour of several countries 
in the coming months. After brief 
stopovers in Malaysia and Singapore 


EN THE WEEK DM o0 5. uai 


tance groups and the Khmer Rouge signed an 
agreement in Kuala Lumpur setting up a 
coalition government with Prince Norodom 
Sihanouk as president, Khieu Samphan as 
vice-president and Son Sann as prime minis- 
ter (June 22). 


CHINA 

About 40 Arab and African students in 
Shanghai staged a peaceful demonstration to 
protest against the Israeli invasion of Leba- 
nom and United States support for Israel 
(June19). Foreign Minister Huang Hua ar- 
rived in Portugal on an official visit (June 22). 


INDIA 

Zail Singh, the home minister, resigned fol- 
lowing his selection. as nominee of the Con- 
gress party for the presidency, the Press Trust 
of India said (June 22). 


MALAYSIA 

A French woman, Beatrice Saubin, was 
sentenced to death in Penang for possession 
of heroin (June 17). Leader of the Khmer 
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at the end of July, the Tibetan god- | 
king is expected to spend a week in E. 
Jakarta and Jogjakarta. On the © 1 
Australian leg of his tour during a 
August 8-21 he will be meeting E. 
political and religious leaders in 
Sydney, Melbourne, Canberra, e 
Brisbane and Perth. Hisitineraryin | — - 
September and October includes ^ | 
visits to Mongolia, West Germany, 
France, Spain and Italy. According 
to sources close to the Dalai Lama, A 
the visits have no political intentand | - 
will be along the lines of Pope E 
John Paul's recent sojourns in many | 

places. 


THE TASHKENT ENIGMA - 

Is Moscow hardening its position on 
China, or is there a two-line struggle |. 
underway in the Kremlin about how ~ 
to handle Peking? The question has | —— 
been raised by a recent article in the | 
Soviet magazine Novy Mir which ‘ 





says, essentially, that China isnot | 
socialist — a sharp departure from E 
President Leonid Brezhnev's e 
Tashkent speech in March in which | —— 
he acknowledged the existence of m 
socialism in China. The article was | — 
written late last year when the Eu 
official line was that China was not | —— 


socialist. It was passed by the | 
censors and went to press a few days | 
before Brezhnev made the switch at | _ 
Tashkent. No attempt, however, . | — ES 
was made to withdraw the magazine | 
from circulation, leading Chinese d 
diplomats to wonder what game 
Moscow is playing. | 






PIE 
People’s National Liberation Front Son Sann | E. 
arrived to sign an agreement to form a coali- 
tion with two other anti-Vietnamese groups _ 
(June 20). Khmer Rouge leader Khieu Sam- — 
phan arrived to sign the coalition agreement 
(June 21). | 








PHILIPPINES i 
Leftist labour federations, political opposi- 
tion groups and students formed a new anti- — 
government coalition known as Coalition for | 

the Protection of Workers Rights (June 20). - 
Hungarian President Pal Losonczi arrived on 
an official visit (June 22). 


THAILAND (Sus cae 

Malaysian Deputy Prime Minister Datuk — 
Musa Hitam met Prime Minister Prem Tin- . 
sulanond (June 21). : 


VIETNAM 
The former Vietcong chief, Huynh Tan — 
Phat, resigned from his post as vice-chairman - 
of the Council of Ministers, it was reported 
(June 18). 
























































By Rodney Tasker 
Kuala Lumpur: It may go down in factory 
as one of the world’s most unlikely coali- 
on governments. There were two. Cam- 
dian leaders from a distant era embrac- 
an representing a regime 
reason to detest. It would 
o imagine an exercise ventur- 
sr into the realms of Realpolitik. 
While the symbolic cheek-to-cheek em- 
aces among former Cambodian head of 
tate Prince Norodom Sihanouk, his 
r premier Son Sann, and Khmer 
touge leader Khieu Samphan looked 
d for nations seeking a more accept- 
> way of Supporting. the campaign to 
he Vietnamese invaders out of Cam- 


common enemy: Vietnam. AS. Sabi: read 
of the Khmer Peoples s National. 





| compelled to form this coalition.” 

It ore than compulsion which de- 
cided the three anti-Vietnamese resis- 
tance factions to link up after nine months 
of discussions. There has been. consider- 








Asean countries, particularly Thailand, 
Malaysia and Singapore, on the coalition 
idea. China has meanwhile been man- 
ipulating the Khmer Rouge which it 
supplies with arms and ammunition. 
Apart from the longer-term aim of step- 


ee tih HLA Pet ren 


| and Sanh, troops from. Cambodia, the more. im- 
| mediate objective was to present a Demo- 
cratic Kampuchea with a more acceptable 
face to the United Nations General As- 
sembly i in September. The UN has obliged 
by voting to retain Cambodia's general as- 
sembly seat for Democratic Kampuchea, 
mainly as a result of successful Asean lob- 
bying, since the Vietnamese invasion. 


ed Khmer Rouge regime - —— hd ter- 
orised Cambodia while in power from 
975-79 — as an enemy. 

: But as the three sat down i in the stately 
Rumah Malaysia. official guest house on 
> 22 to signa declaration to form the 
ition : government of Democratic 
ipuchea, it was clear that they were at 
prepari d to bury their differences so 
ge amore ewer drive agams a 


cratic Kampuchea, with 37 against and 31 
abstentions. While Asean could again 









Says | mi planning : a dilaeralüoop 
w hdrawal, but Hanol's sincerity is depone 
































withdrawal promise. He commented vag- 
uely; "When I visited Hanoi and Bangkok 
in February and again when the foreign 
minister of Vietnam visited India in April, 
I had occasion to exchange views on the 
situation in Southeast Asia, especially 
with reference to Cambodia. 1 found the 
government of Vietnam willing. to coop- 
erate in a political solution of the ques- 


ori d sources familiar with 
h developments said Vietnam- 
oreign Minister Nguyen Co Thach 









| aude Cheysson and P.V. Narasim- 
in April that Vietnam would unila- 
V thdraw some of its Mene 






| drawal from Cambodia.” Asked whether 














guarantee on behalf of Vietnam that they 
are going to withdraw." 


. Asked. doat "Thach's s pid as- 
e, a senior French official. gasped 
id: “When are you going to write 
it?- efore. July? Perier wait and 
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doe j: | According: to a French analyst, Hano may 
One unie a nlisting the : sporiso sh 





Abera- l 


ference following. ‘the signings: "We are | 


able pressure in recent months from the - 


Last year 77 countries voted for Demo- | 





count this year on the UN voting to call on | 


l to Asean, the Asean reacts unta then at least l 
| France and India could be Presented | 


tion, including considering partial with- d fe E 


he personally considered a unilateral with- | 
| drawala possibility, Rao said: "That will | te 
| depend on many factors. We cannot | V 


Analysts are divided as to the sincerity | H 
as well as the motivations of Vietnam in | qu 
| making these private offers of withdrawal... 














Hew tfa "under the: ‘De 
Kampuchea umbrella will protobiy a 
up support. It has been agreed that- 
Sihanouk, as the new coalition govern- 
ment’ 8 idc will address th UN ses- 





|| ping up the campaign to induce. Vietnam ux E je 
| to see reason and. withdraw its 200, : mo é 


necting, iade it clear h 
fully supports the rion-commüiist: Cam 
dian: eitan Gi LE it would have no 





tion i is i pomething o of a pesci for . sean, 7 
: All three Cambodian Fina leaders paid i 














backing Vietnam. 
An Asian observer f milia wW 











: tion of a coalitio go nent of Democe 
| ! ipuche ies eld. that ihe jiet 


confidence on Hano: 
the Vietnamese ha 
faction the divergences between. China 
and Asean on the incipe of the Khmer 
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pur. It was decided among the Reotin Five 
earlier this year that Singapore should 
take the initiative in trying to persuade the 
three to work out a coalition. Sihanouk, 
Sann and Samphan met in Singapore in 
September last year. Nine unsuccessful 
meetings of an ad hoc committee followed 
in Bangkok. 


Singapore played its part, but insisted - 


that any new coalition meeting should not 
take place in the republic. Thailand, the 
Asean country most closely associated 
with the Cambodians, also wanted to shift 
the spotlight from Bangkok. So Malaysia 
agreed to try to hurry the process along, 
offering Kuala Lumpur as the venue for 
the signing of a coalition government 
agreement. Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad made it 
clear privately that the three Cambodian 
leaders would be invited only if they were 
prepared to sign an agreement. 

The Cambodians were persuaded to 
make concessions. Sihanouk had long 
maintained that he would go along with 
whatever was agreed between the two 
main antagonists, Sann and Samphan. 
Sann, with his estimated 6-8,000 KPNLF 
troops, had been holding out for a predo- 
minant role in a coalition with himself as 
prime minister, Samphan deputy premier, 
and foreign affairs in the hands of the 
KPNLF. This was not acceptable to the 
Khmer Rouge and their Chinese backers. 
The Khmer Rouge had earlier dropped 
their insistence that Democratic Kam- 
puchea's institutions be maintained, agree- 
ing that the coalition would operate within 
the "legitimacy and framework of the 
state of Democratic Kampuchea." 

In late April, Sann reportedly agreed to 
accept the Khmer Rouge's four principles 
for a coalition: tripartitism, equality and 
non-preponderance, consensus in deci- 
sion-making, and the framework of 
Democratic Kampuchea. Then, shortly 
before the Asean ministers’ meeting he 
agreed to allow the Khmer Rouge to take 
foreign affairs, with some restrictions. 

The declaration includes all of the four 
Khmer Rouge principles to ensure against 
one party being predominant and stresses 
consensus among the three groups on all 
important issues. Sihanouk is to be the 
president of the coalition government, 
with Samphan as his vice-president in 
charge of foreign affairs and Sann as prime 
minister. They form the inner cabinet in a 
council of ministers which includes a 
number of coordination committees cov- 
ering finance and.the economy, defence, 
culture and education, health and social 
affairs. | 

Apart from stressing consensus on im- 
portant matters, such as the settlement of 
the Cambodian problem, international 
treaties and agreements and the appoint- 
ment of senior delegations, the declara- 
tion keeps each faction's individual iden- 
tity intact. Each will retain its own “or- 
ganisation, political identity and freedom 
of action, including the right to receive 
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and dispose of international aids specifi- 
cally granted it.” The Khmer Rouge prob- 
ably insisted on this clause. With 20- 
30,000 well-equipped troops it has by far 
the most powerful military force among 
the three and is anxious to retain its own 
supply line to China. 

Another clause tailored to the Khmer 
Rouge’s requirements was one stating that 
in the event of an impasse rendering the 
government inadequate, the current state 
of Democratic Kampuchea (the Khmer 
Rouge) will have the right to resume its ac- 
tivities as the sole legitimate state and as a 









^ 


member of the UN. Small wonder that 
Sann told officials after his arrival in Kuala 
Lumpur that he thought he had made very 
substantial concessions. 

Sihanouk, however, was more san- 
guine. He told journalists that if the 
Khmer Rouge planned to leave the coali- 
tion they would lose, because world opin- 
ion might revert to backing the Heng Sam- 
rin government in Phnom Penh. 

Sann told the REVIEW later: “The 
Khmer Rouge would not benefit at all 
from leaving. Why did they agree to join 
the coalition [in the first place]? Because 
they know the UN will vote less and less 
for them. If one day by their own action 
they withdraw [from the coalition] the 
situation will be very bad for them. They 
have asked for this condition [about leav- 


ing] as a safeguard, but itis nota safeguard - E 


for them at all." 
Sihanouk and Sann feel that through 
the coalition they will be able to 


attract more material support for their - 


troops. Sihanouk claims that his 
Moulinaka faction has 5,000 troops — dip- 
lomats give a far lower estimate — 3,000 
of whom have been supplied with arms by 
the Chinese. He said that Chinese Foreign 
Minister Huang Hua had promised him 
recently that if the coalition was formed, 
Peking would step up its aid. Sann has al- 
ready had at least one shipment of arms 
from China and is reportedly receiving 
cash and food from Thailand, Malaysia 
and Singapore. | 
The Asean stand is that it will not supply 





Diplomats out, 
military in 
Sann bends with 


the wind but Sary 
is sidelined 


By John McBeth 


Bangkok: Thai Foreign Minister Sitthi 
Sawetsila swore -his officials to secrecy 
during crucial negotiations leading to 
agreement on the formation of an anti- 
Vietnamese Cambodian coalition and dip- 
lomatic sources say it appears the ministry 
may not even have had a hand in the final 
breakthrough, which is believed to have 
come during the weekend of June 12-13. 

What happened between the time Sitthi 
returned glum-faced and apparently 
empty-handed from. talks in Peking in 
early May and the first hints last week that 
a coalition was at hand is still the subject of 
intense speculation. But mentioned time 
and again in diplomatic circles as a key fig- 
ure in the last stages of the talks is army 
operations director Maj.-Gen. Chavalit 
Yongchaiyut. 

The way they see it, Sitthi went to Pe- 


king in an effort to get the Chinese to bring 
their influence to bear on the Khmer 
Rouge to bridge a gap shortened dramati- 
cally by the decision of Khmer People’s 
National Liberation Front (KPNLF) 
leader Son Sann to make several major 
concessions. When that either failed or 
fell short of expectations, the problem 
passed into military hands. 

There are understood to have been two 
or possibly three meetings between the 
KPNLF and Khmer Rouge representa- 


tives after Sitthi returned, including at | 


least one face-to-face encounter between 
Sann and Democratic Kampuchea leader 
Khieu Samphan, held at the latter’s be- 
hest. 

Analysts say it is clear Sann did most of 
the bending, apparently because he de- 
cided to take the plunge and place his full 


trust in the Thais. If the Khmer Rouge 


made any concessions, it was in removing 
vice-premier leng Sary from the foreign 
policymaking process and leaving it in the 
hands of Samphan. This is a far more satis- 
factory arrangement for coalition presi- 
dent Prince Norodom Sihanouk who is 
embittered over the humiliation he suf- 
fered at the hands of the pudgy minister 


during his confinement in Phnom Penh 


between 1975-79. Sann, too, is known to 
detest Sary. 
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iA Wr ` China will be the only major arms supplier 
— to the coalition, despite an impassioned 
dum from Sihanouk to other countries to 
reconsider their stand on the issue. He was 
— . probably referring to the US which has 
E _ Said categorically that it has no plans to 
E pue military aid to the coalition. 
A At the final press conference Samphan 
was asked who would be the Khmer 
p. Roue appointee to the coalition's de- 
. fence coordination committee — an obvi- 
E ‘ous reference to the fact that former 
- leader Pol Pot, who has been pushed into 
. the background by the Khmer Rouge in 
Á order to burnish their image, still com- 
a CAE Khmer Rouge forces. Samphan 
SB the question. - 








owever, Samphan did say he hoped pro- 
Ffoundly that the coalition government 
Ho remain intact even after the with- 
drawal of Vietnamese troops from Cam- 
P bodia. Such a continuation, however, 
E would go against the UN's proposal to 
hold free elections for a new government, 
under UN supervision,.after a Vietnamese 
D = withdrawal. 
ay Pe Diplomatic dbservers cautioned that 
3 . the arrangement could prove to be tem- 
|| porary—a coalition of convenience set up 
= to ensure that the Phnom Penh govern- 
ment remained blackballed by the major- 
ity, of UN members. 
| The decision disclosed in the joint de- 
E f B ianition not to change Democratic Kam- 



















bse: _ six months is also indicative of the uncer- 
“oe Tw surrounding the coalition. 


| Foala Lumpur with the intention of hold- 

ae ing their first meeting somewhere in Cam- 
Eo bodia on July 1 — Sihanouk announced 
that he intended to go into Cambodian 
territory via Thailand, his first trip to his 


. years ,of virtual imprisonment under the 
E . Khmer Rouge, as the Vietnamese seized 
_ Phnom Penh in J anuary 1979 — the Asean 


33 A nam. 

Nguyen: Co Thach, the EEEE A 
foreign minister, is scheduled to visit Sin- 
E. . gapore, Malaysia, the Philippines and In- 

2  donesia at his own insistence starting in 
E uy. Thai Foreign Minister Sitthi 

Sawetsila was quoted in Bangkok news- 

. papers as saying Thach would also visit 
- Thailand. 

E. - He will probably try to downgrade the 
 eoalition factor and push Hanoi's move 
for a regional conference involving all 

| E xs and Indochinese states. He will 

|. probably also say that at least some Viet- 

— namese troops will be withdrawn from 

. . Cambodia if China cooperates by remov- 

ing some of its troops from Vietnam's bor- 

_ der. But with what they perceive as.a coal- 

-~ ition government trump card in the Cam- 

Ra . bodian imbroglio up their sleeve, the 

|; fiscan countries are unlikely to want to 

talk about compromises. à; | 
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It looks as though, initially at least, 


 puchea's diplomatic representatives for. 


| As the three Cambodian leaders left | 


* 3 1 . homeland since he left, after nearly four — 


- countries were assessing what kind of ré-" 
S | sponse they would receive from Viet- 


Tan 
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As the prosperous Five s see their Cambodian coalitidh 





ES LTEM 





drive succeed, they learn to speak with one voice 


By Rodney Tasker 


Singapore: With the signing of an agree- 
ment by the three Cambodian resistance 
factions to form a coalition government, 
Asean has more reason than ever to feel 
relaxed about the Indochina problem. In- 
deed, even before the final move towards 
the coalition was confirmed, the Asean 


Five had shown at their annual foreign 


ministers’ meeting in Singapore last week 
that they had overcome their initial near- 
panic following Vietnam's invasion of 
Cambodia in December 1978 and realised 
that the cards were now stacked more in 
their favour than Hanoi's. 

The three-day meeting, Asean's most 
important annual get together, was a gen- 
erally low-key affair. In formal speeches, 
the Asean ministers dwelt mainly on the 
group's problems in trading with reces- 
sion-plagued industrialised countries 


which were resorting to protectionism and 





to patting themselves on the back over all 
kinds of cooperation among themselves. 

Vietnam’s continued occupation of 
Cambodia with 200,000 troops was, of 
course, still highlighted as a major con- 
cern by the ministers, but only in some- 
what ritualistic language which added no- 
thing to statements by the Five in the past. 
The final communique expressed the 
ministers’ “grave concern over the situa- 
tion in Kampuchea,” which constituted a 
serious threat to peace in the region. 

However, with the current fanfare over 
Asean’s successful drive to bring about an 
anti-Vietnamese Cambodian coalition, 
and its heavy commitment to its progress, 
the Five will have difficulty convincing the 
world that Cambodia is the concern of 
everyone. 

Asean has just about all the interna- 
tional backing it needs at the moment — 
particularly after its efforts to cobble to- 


gether a Cambodian coalition which is far . 


more acceptable to the UN than the odi- 
ous Khmer Rouge. This was evident in the 
five ministers’ follow-up deliberations in 
Singapore with Asean’s dialogue 
partners. 

The Asean ministers were apprehensive 
about Japanese Foreign Minister Yoshio 
Sakurauchi, whom they thought to be 
slightly sympathetic to Vietnam. But, in 
the event, Sakurauchi surprised the minis- 
ters by pledging full support for the Asean 
stand, reassuring them that there would 
be no Japanese aid for Vietnam until a po- 
litical solution in Cambodia was worked 
out, and claiming that he had asked 
Chinese Premier Zhao Ziyang, during his 
visit to Tokyo early in June, to ease Pe- 
king's rigid support for the Khmer Rouge 
in the proposed coalition equation. ` 

But, apart from the international sup- 
port they enjoy, the Asean countries ap- 
pear to take comfort from the fact that 
their systems have produced a growing 
measure of economic prosperity, while 
Vietnam and the other communist In- 
dochinese countries are still wallowing in 
poverty and misery. 

Another reason why Asean appears 
more relaxed in its attitude to the In- 
dochina problem is that there have been 
subtle shifts in policy among certain of the 
Five over the past year. Before, there was 
concern, in Indonesia and Malaysia in par- 
ticular, that Thailand and Singapore iden- 
tified too closely with the hawkish Chinese 
line towards Vietnam. But both Bangkok 
and Singapore are now showing a healthy 
cynicism in assessing Peking’s role in the 
Indochina situation: in common with 
other Asean countries, they are now 
aware that China is intent on hurting Viet- 
nam as much as possible and they do not 
want to be used as pawns in this game. 

At the same time, the faction in In- 
donesia’s leadership which was pushing 
for a more sympathetic attitude towards 
Vietnam, possibly including government 
recognition of its puppet Heng Samrin re- 
gime in Phnom Penh, now appears to have 
been eclipsed. 

The prevailing view in Jakarta, accord- 
ing to senior Indonesian officials, is not so 
critical of Bangkok’s close links with Pe- 
king. It is realised that Thailand, as 
Asean’s front-line state; needs to have re- 
course to China’s military clout (Peking 
has promised to nep Thailand if it is at- 
tacked by Vietnam). 

According to this view, the Thais can- 
not rely on Washington to engage in an- 
other military adventure in Southeast Asia. 

. So, given China's ability to match words 
with actions proved by its invasion of Viet- 
nam in February 1979 after the Vietnam- 
ese occupation of Cambodia, the Thais 
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Placido Domingo, the complete musician, 
discusses his favourite instrument. 


Every half century or so, 
a leader emerges in his field 
of such substance and force 
that he stands out head and 
shoulders above the rest, 
and the best. 

Even to people who have 
never graced the great opera 
houses of the world, the 
name and the voice of Placido 
Domingo are justifiably 
hailed. But for those who will 
queue all night to share the 
sheer colour of this man’s 
singing, he is a legend. SO 

A legend which can be | 
heard from Hamburg to Paris, |, 
from Milan to New York. B 

“I can only sing five or six | | 
performances a month,” he | 
says. “In order to give of my d T 
best, I must make sure I do not sing ES peer 
That is my responsibility to the people who try 
so hard to see me.” 

But Placido is not simply the worlds greatest 
tenor; rather a complete musician who also 
possesses a marvellous voice. 

At rehearsals, his mastery of the piano 
enables him to sit and play through the score; 
thinking of the emotions that words and music 
are attempting to communicate. 
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His experience as a con- 
ductor gives him objectivity, 
not only about his own inter- 
pretation of the part, but also 
on the total performance. 

“To understand the part,” 
he says, “one must first musi- 
cally and dramatically under- 
stand the whole. I was lucky 
to have been given the talents 
to do this.” 

Placido Domingo also has 
an extremely good under- 
standing of the watch he 
chooses to wear. 

A Rolex Oyster GMT- 
Master in 18ct. gold. 

“This watch is perfect for 
» me, he says, “because it 
2 simultaneously tells me the 

| time in two different countries 
.. Which is extremely useful considering the 
amount of travelling I have to do. 

And opera people all over the world are 
pleased too, because now I don't get them out 
of bed when I ring them. And, unlike me, this 


watch never needs a rest. You could say its myg 


favourite instrument" 

For the complete musician. 
The complete, watch. d Rolex 
of Geneva. 


of Geneva 





Pictured: The Rolex GM T-Master. Available in 18ct. gold or stainless steel, with matching bracelet. 
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The airline with the most modern fleet in the world, still believes in the romance of travel. 
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Peace of mind 


Peace of mind is knowing you don’t have to worry 
about money when you travel. 

You can use the American Express® Card at 
thousands of fine establishments around the world 
to charge your meals, lodging, travel, entertaining or 
shopping. It is more convenient and much safer than 
cash. 

Moreover, unlike credit cards, the American 
Express Card gives you the freedom of flexible charge 
privileges. Purchases on the Card are approved based 
on your past spending, payment patterns and personal 
resources. 

And should you need additional funds enroute, 
the Card will back your personal cheque for as much 
as US$1,000 in a combination of Travelers Cheques 
and cash at American Express Travel Service Offices* 
worldwide. 

The Card gives you the financial flexibility to cope 
with unexpected changes in your travel plans without 
running out of spending power. 

It makes for a nice feeling. 


The American Express® Card. 
Don’t leave home without it. 
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But to prove itself in the real patibility, advanced technology and network in India, Indonesia, Korea, 
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t World support was more apparent than 
real even though, in simple terms, it was 
| open war between First. and Third World 
nations. Even among the Latin Americans | 
| the issue never quite took off and national | 
regio | interests tended to overshadow ideology. | 
cial comments on British or Argentinian . Mexico, Latin America's non-aligned bloc | 
claims and actions were muted, as was | leader, kept a low profile, leaving Cuba acked A 
. comment from the media. For some, there. as the most vociferous pro fugenumon nato the hilt, at deat "with w wo ds 
was no doubt that the war was a far-away | nation. ^ ^ - | babwe's Marxist lead: an a 
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| territorial claims ess dd pida colon- d who are racially more mixed; | 
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maintained close: relations with South. 
Africa, and it had outstanding territorial 
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| "Phe English-speaking states of the Ca- 
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because of sentimental ties to Britain, 
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Chun's grand design 





South Korea bids for a bigger role on the world stage 
with its plan for a 12-nation Pacific community 


By Shim Jae Hoon 


Seoul: President Chun Doo Hwan is un- 


veiling a Pacific doctrine designed to en- 
hance South Korea's diplomatic and 
economic role in the Asia-Pacific region. 
In a meeting with Australian Prime Minis- 
ter Malcolm Fraser last month in Seoul, he 
proposed a summit meeting of heads of 
governments of countries which rim the 
Pacific to take place in the next two years. 

Fraser responded to the suggestion 
positively, saying that though countries in 
Europe, the Americas and Africa periodi- 
cally get together to thrash out their differ- 
ences, *no such single meeting pulls to- 
gether the Pacific countries." Calling the 
proposal a worthy one for examination, 
Fraser said “such a kind of meeting can 
help focus the minds of government more 
sharply on the concept of a Pacific com- 
munity." It *might lead to some results," 
he told a news conference in Seoul. 

Over the past two years that he has been 
at the top in Seoul, Chun has skilfully 
exploited diplomatic initiatives to shore 
up his domestic popularity. Chun's trip to 
the United States in February 1981 and his 
meeting with President Ronald Reagan 
enabled him to win Washington's en- 
dorsement of his takeover following the 
October 1979 assassination of president 
Park Chung Hee. 

In the summer of 1981, his largely suc- 
cessful visit to Asean convinced even his 
most acerbic critics that the former para- 
troop general was capable of seizing some 
significant foreign-policy initiatives. Now 
as he emerges from a domestic crisis 
triggered by a financial scandal which 
damaged his government's credibility 
(REVIEW, May 28), Chun apparently 
hopes that another spectacular move on 
the international scene will generate suffi- 
cient prestige to allow him to attack seri- 
ous domestic issues such as the business 
recession and the slowdown in the govern- 
ment's efforts for social and political re- 
form. 

Last week, he announced a four-nation 
visit to Africa beginning on August 17, 
covering Kenya, Nigeria, Gabon and 
Senegal. The visit is designed to achieve a 
two-fold objective — of matching North 
Korea's influence in Africa, and em- 
phasising South Korea's economic in- 
terests in that region. 

Chun's visit to Africa underlines the 
sharpening diplomatic rivalry between 
Seoul and Pyongyang for African support 
in the international community. Many Af- 
rican governments recognise both Koreas. 
As shown by the visit to Seoul of Liberian 
President Samuel Doe in May and Zaire's 
President Mobutu Sese Seko in early 
June, Seoul has been mounting its dip- 
lomatic offensive against the North for 


several months. Chun will be the first 
South Korean president to visit Africa and 
his trip is expected to reinforce Seoul's 
position. 

At the moment, however, his top prio- 
rity is the convening of a summit confer- 
ence of Pacific basin countries, perhaps 
next year or 1984, officials said here. This 
project is expected to figure prominently 
in his forthcoming meeting with Canadian 
Prime Minister Pierre Trudeau, whom he 
will be seeing in Ottawa on his way back 
from Africa. The reason behind Seoul's 
seemingly sudden interest in the Pacific 
community is its feeling of being left out in 
a world in which regional groups prolife- 
rate. 

Other Pacific countries such as Japan, 


d 
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Australia and New Zealand are members 
of the Organisation for Economic Coope- 
ration and Development (OECD) while 
Thailand, Singapore, Malaysia, Indonesia 
and the Philippines belong to Asean. Al- 
though South Korea is a middle-ranking 
power in the region, with a gross national 
product reaching US$60 billion and a two- 
way trade volume of around US$50 bil- 
lion, it feels it is not making enough of an 
international impact.’ Moreover, with 
500,000 men under arms, Seoul is a signifi- 
cant factor in the region’s balance of 


power. 


Ithough South Korea's interest in the 

Pacific-community theme has surfaced 
only recently in official terms, Chun’s de- 
termination to set up a summit apparently 
stemmed from the results of his Asean 
tour — the first such undertaking by a 
South Korean president. The central 
theme of his visit was the dawning of a new 
Pacific age involving closer cooperation 


FUERO ere. 


among nations of the Pacific basin coun- 


tries including Asean. p 

Seoul officials said that they have been 
encouraged by initial, reactions to the 
proposal. Delegates from Asia and the 
Pacific region who attended the Pacific 
Resources Development convention in 
Canberra early in June — including Thai 
Deputy Premier Thanat Khoman — have 
warmly endorsed the suggestion of a sum- 
mit. Two weeks ago, business and 
academic figures from the region gathered 
in Bangkok for their second Pacific 
Economic Cooperation Committee which 
set up an eight-member standing commit- 
tee to conduct research into the areas of 
trade, resources and investment. 

The committee, which has been consi- 
dered an educative instrument on the 
Pacific-community issue, will hold its next 
session in Jakarta.' Seoul has agreed to 
host the committee's meeting scheduled 
for 1984. 

In view of the Pacific community's 
enormous diversity (varying cultures, dif- 
ferent degrees of economic development 
and political alignments), however, 
Seoul’s lobbying for a summit remains 
necessarily low-key, especially because of 


Fraser; Chun: focus on the future. 





Asean’s sensitivity. Several Asean leaders 
have looked askance at the community 
scheme fearing that Japan and the US 
could try to dominate the regional group- 
ing. 
Officials close to Chun said that South 
Korea’s role therefore should be limited 
to that of an honest broker matching the 
interests of giants with those of developing 
partners. “What we want this summit to 
achieve is to act as a catalyst for a Pacific 
community,” said an official. “A summit 
is usually a good instrument to identify 
problems which need discussion at later 
stages.” 

Subjects which could come up for dis- 
cussion at such a summmt conference in- 
clude a free flow of resourees, trade, capi- 
tal, technology and investment. It can also 
take up more controversial questions such 
as the US-Japan trade. dispute, protec- 
tionism in the West and North-South rela- 
tions, Seoul officials said.. 

South Korea would initially like to have 
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finitum elsewhere in the Third World (ex- 
cept, with modifications, in Israel). 

It is obvious that India, or even Pakistan 
or Bangladesh, are in no position to dupli- 
cate the patterns of gang of four NIC ex- 
port-led growth; and that the larger Brazil 
and Mexico have completely failed to do 
so — witness the unemployment rate in 
Mexico after exporting several million 
workers to the US. Indeed, even tiny 
Hongkong excludes a large proportion of 
its population from the benefits — if not 
from the costs — of export-led growth. 

Beyond the impossibility of following 
the NICs as a model, the desirability of 
their miracles as models of development is 
also questionable, to say the least. The 
supposed merits of export-led growth are 
that it generates foreign exchange to im- 
prove the balance of payments, that it pro- 
vides employment to eliminate or reduce 
unemployment, that it imports technology 
and improves skills to advance technologi- 


cal development and that it furthers inte- 


gral national development generally. But 
export-led growth scores very badly in the 
test of experience on each of these four 


5$ b y r. 
Taiwan radio factory: dependence. 


counts of its supposed merits — for very 
good reasons. 

Far from improving the balance of pay- 
ments, export-led growth makes it de- 
teriorate to the point of generating serious 
balance-of-payment crises, as the three 
largest NIC exporters, South Korea, 
Brazil and Mexico, have found to their 
and the banking community’s alarm. To 
export, the NICs have to import raw mate- 
rials, components, technology and high- 
priced businessmen that are frequently 
overpriced through transfer pricing within 
the multinationals, which in turn under- 
price the resulting exports, thus reducing 
or eliminating the foreign-exchange-earn- 
ing and tax-paying value added in the 
NIC. 

But since the principal attraction of the 
NICs is their low wages and secondarily 
the state subsidies that often involve im- 
ported components for local infrastruc- 
ture as well, the national valued-added 


FAR EASTERN ECONOMIC REVIEW e JUNE 25, 1982 








Andre Gunder Frank 


and net foreign-exchange earning was low 
to begin with and is lowered further 
through transfer prieing and other tricks. 

The result is that the NICs have to bor- 
row increasingly to pay for their import re- 
quirements, which grow additionally — 
especially for agricultural products — as 
export production interferes with domes- 
tic production. Then the NICs have to fi- 
nance and roll over their debts at increas- 
ingly onerous interest costs and other con- 
ditions. 


E growth undoubtedly gener- 
ates employment, but apart from being 
unsteady due to ups and downs in the 
world market and/or the market penetra- 
tion of the particular NIC industry, this 
employment itself generates unemploy- 
ment as it interferes with domestically 
oriented industry. and agriculture and 
draws more labour into the cities than the 
jobs that it creates. In Hongkong and Sin- 
gapore this process is invisible within the 
"country," but in Mexico and Brazil, as 
well as Malaysia, the Philippines and else- 
where and now in China itself, this struc- 
turally generated unemployment is in- 
creasingly evident. 

Technological development is also un- 
certain. To the extent that NIC export 
production is of à component or process 
that is produced through labour-intensive 
routine operations on an assembly line 
that is no more than a part of a worldwide 
industrial process, in which other places 
specialise in the. more advanced 
technological processes and in advancing 
the technological development itself, the 
NIC and its labour force experience only 
questionable. technological development 
and advancement of skill of the labour 
force. Evén where the NICs produce en- 
tire end products such as shirts, radios or 
even cars they are simply increasing their 
dependent integration into a worldwide 
division of labour and technological deve- 
lopment in which they are allocated the 
least remunerative and technologically 
obsolete contributions and correspond- 
ingly meagre benefits. 

It should not be forgotten that export- 
led growth is nothing new in the history of 
world development. British growth was 
on its own terms and US, Canadian and 
Australian export-led growth occurred in 
exceptionally favourable times and cir- 
cumstances within the process of world 
capital accumulation. Much of the Third 
World went in for or was pushed or pulled 
into raw materials export-led growth on 
unfavourable terms dictated by require- 
ments elsewhere in the world, without 
themselves becoming «developed bene- 
ficiaries. 

The new dependent export-led growth 
of manufacturing and agribusiness pro- 
duction for the world market are in no way 
significantly different from the old raw 
materials export-led growth that under- 
developed the Third World in the first 
place. T 
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* The Furama side of the 
harbour is right in the heart of 
the Central business district, 
only steps away from 
international banks and 
corporations. 


The other side isn’t. 


INTER* CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter: Continental, 

No. 1 Connaught Road Central, Hong Kong. 
For reservations call; Hong Kong 5-255111 
Telex: 73081 FURAM HX-Bángkok 2515764 

Manila 89 4040 Singapore 2202476 
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By Susumu Awanohara 


_ Jakarta: In an apparent attempt to end 
docs . the quarrel between Indonesia and Papua 
E- d . New Guinea over the latter's recent ac- 
— ...eusation of border incursions by the In- 
i E . donesian armed forces (REVIEW, June 4), 
a Jakarta think-tank, the Centre for 
T p. ED . Strategic. and International ^ Studies 
E Pow has published a lengthy news- 
aper commentary calling for greater ef- 
He — forts by Port Moresby to maintain good 
E S4, -bilateral relations. Although the commen- 
3 : A R . fary glossed over the alleged border incur- 
= sions and contained a veiled threat of 
B stronger Indonesian reaction, diplomatic 
Pus Sources felt that it was as balanced and 
constructive a statement as could be ex- 
E from the Indonesian side. 
Where éxactly the CSIS stands in rela- 
- tion to the government decision-makers is 
. not always obvious. But, in matters of 
S ce policy, it is generally believed that 
_ the private research body reflects domin- 
. ant, or at least influential, thinking which 
.. the government, however, does not wish 
to express officially. A major theme of the 
= commentary, signed by Ronald Nangoi, 
= was that the border problems should not 
. be exaggerated in a way which would 
undermine broad and cooperative bilat-. 
. eral relations nurtured since Papua New 
s pouinea’ s independence in 1975. 
=_=  - The commentary recalled how the 
M p aerasi Papua Merdeka (Free Papua 
= Movement — OPM), which Indonesians 
p refer to as wild gangs, supported by defec- 
. tors from the Indonesian province of [rian 
| m Jaya, became an annoying factor in bilat- 
—  . eral relations in the late 1970s. The ten- 
|. sion was compounded by Port Moresby's 
d —. fear of Indonesia's possible expansionism. 
5228 For its part Indonesia was aware that the 
i — . people of Irian Jaya were ethnically close 
~to those of Papua New Guinea despite 
E their historical differences, the commen- 
et tary said. 
5 Since independence Papua New 
| E " Guinea' s leaders have declared that In- 
-donesia was not expansionist and acknow- 
—— ledged Jakarta’s rights over Irian Jaya. At 
p s the same time they helped the Indonesian 
4 B. Government overcome the problems of 
. the wild gangs along the border, according 
— tothe commentary. The two governments 
.. Concluded a border agreement in 1979 and 
=- . Port Moresby engaged in a series of 


n qi 
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= friendly actions, such as banning anti-In- 
mr  donesian activities, capturing some OPM 
— - leaders and defectors from Irian Jaya as 


well as letting them migrate to "her coun- 
"c CIES, 

ahs, The Port Moresby powecnntel took 
= firm measures when it found that the 
E OPM was apparently trying to establish 
|. . contact with Soviet-bloc-countries and ob- 
— A tain support. The OPM was weakened 
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S ; A pro-government think-tank in Jakarta advises 
Port Moresby to calm down on recent border incidents 
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and divided by these measures and, ac- 
cording to one estimate, there were only 
4-600 OPM guerillas in 1979, the commen- 
tarysaid. | 

But the readers were reminded that 
there have always been certain groups in 
Papua New Guinea who sympathise with 
the OPM. The first group opposes In- 
donesia’s rights over Irian Jaya which is in- 
habited by people of Melanesian stock. 
This group is made up of students, villa- 
gers near the border, defectors from Irian 
Jaya and some parliamentarians, the com- 
mentary said. 

The second group of anti-Indonesian 
ideologues consisting of students, 
academics — local and foreign, mainly 


| 
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from Australia and New Zealand — as 
well as journalists and artists, argues that 
Indonesia is expansionist. Thirdly, there is 
the National Party led by Deputy Prime 
Minister lambakey Okuk which has con- 
sistently opposed Port Moresby's hostility 
towards the OPM. It is suggested, how- 
ever, that Okuk is also exploiting the ra- 
cial issue for election purposes. 


side from these three groups, there are 
those who may be inspired by the 
Melanesian movement developing in the 
South Pacific, the commentary warned. 
The idea that Irian Jaya should be “de-co- 
lonised" is seen to have its roots in the 
Melanesian movement. Some Papua New 
Guinean writers have pointed to the need 
for a new government which would be 
more responsive to the popular demand 
for support for their Melanesian brethren 
in Irian Jaya and which would help, or at 
least tolerate, the activities of the OPM, 
according to the commentary. 
Indonesia has wished Papua. New 


Guinea success in its development efforts 
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| cem that would be a bonus. 
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Toni br. among other things, inviting 
Port Moresby's participation in some of 
Asean's activitiés, the commentary said. 
Papua New Guinea should reciprocate, 
and its politicians should not make hostile 
statements about Indonesia which could 
boomerang, the commentary warned. 
Curiously the commentary dismissed 
the Indonesian border violation, “if it re- 


. ally happened," as being rather insignifi- 


cant because “it can only be expected 
given the difficulty" of demarcating the 
border. Anyway, it should be remem- 
bered that the source of border problems 
is the wild gangs of the OPM, the com- 
mentary maintained. 

Observers in Jakarta found this a bit dif- 
ficult to accept because, they said, any 
border incursion was a serious matter and 
those which took place i in May coincided 
with the election campaign in Papua New 
Guinea (REVIEW, June 4). The dismissal 
of the border violation. was strange also 
because it was this that started the current 
tension. 

In late May the Port Moresby govern- 
ment accused the Indonesian armed 
forces of border incursions. On June 9 the 
Indonesian Government denied the 
charges, but admitted that people it de- 
scribed as villagers from Irian Jaya liber- 
ated the employees of an Indonesian 
timber company who had been kidnapped 
by wild gangs in October 1981 and taken 
to. Papua New Guinea as hostages 
(REVIEW, June 18). At the same time, the 
Jakarta statement expressed dissatisfac- 
tion that the wild gangs were using Papua 
New Guinean territory and that Port 





lonesia, with - 
D exprésied. its 


Moresby had not cooperated with the 


Indonesian side on the kidnap case. 

Diplomatic sources said some OPM 
members attacked and destroyed the com- 
pany's sawmill on October 12 last year and 
took everyone there, 50-60 people, hos- 
tage. Soon after about half the hostages 
were freed, sources said. The daily news- 
paper Merdeka reported in mid-October 
that the Indonesian armed forces had lib- 
erated those hostages. 

A statement by the Foreign Ministry in 
Port Moresby on June 16 said that OPM 
rebels had released an additional 18 In- 
donesian hostages. The statement went 
on: “The entire incident could have been 
avoided if Indonesian officials in Jayapura 
[capital of Irian Jaya] had promptly and 
correctly advised authontjes in Jakarta 
about the raid on the sawmill and similarly 
acted in the spirit of the 
of 1979 by advising PNG [Papua New Gui- 


rder agreement 


au 


nean] officials that the incident had taken 


place.” i 

Some foreign diplomats considered that 
Port Moresby scored a point through its 
latest statement revealing a few weak- 
nesses in the Indonesian version. The 
diplomats also said that if Indonesia which 
has tended to look at Port Moresby mostly 
in relation to the border problem became 
more interested in a broadly based bilat- 
eral relationship, as suggested by the CSIS 
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“All I can give a man who has everything 


is more of the same” 








.. information in those originals. 





But think about this for a second: Are your originals the best they can be? BE 
: Xerox has developed a wide selection of machines to help you answer yes. Machines |. 
. that not only produce better looking originals, but also help people improve the quality of 


Xerox copiers make copies so faithful to the original that it’s difficult to tell them apart. d 





There’s the new Xerox electronic typewriter, for example, that helps typists and sec- — — 
retaries produce letter-perfect letters with new ease and speed. It has a memory that does 
away with tedious — typing and retyping. And it can erase mistakes automatically, 
entire lines at a time. So secretaries get extra time to do more productive and satisfying 
work and assist their bosses even more. | 
To help managers and professionals create reports, proposals, presentations and the 
like, Xerox invented the professional work station. Using it, they can draw upon a virtually 
unlimited store of information. And change it, add to it, include visuals and graphics, and 
create new and more useful information. The end result can be printed, assembled and dis- 
tributed with speed, accuracy and clarity. | 
Then for everyone whos putting more and more information into computers and 
word processors, Xerox offers the most advanced information output machines available. 
These include everything from daisy wheel printers to electronic printing systems and elec- 
trostatic printer/plotters. They turn computerized digital data into printed originals when —— 
you want them, where you want them and the way you want them, better than ever before. 
The originals Xerox can help you improve aren’t limited to those on printed pages 


- either. A Xerox color slide system can add a new dimension of excitement and memorabil- 





.. ity to presentations and speeches. Which can do wonders for your company’s image, not to 
A. mention your own. 

All these machines help people produce better information for faster, more effective ——— 
.. communications, which makes an office a lot more productive. And Xerox people can give — 
.. you some very original ideas on how your office can make all this happen. 2 


XEROX 


XERONX is a trademark of XEROX CORPORATION, 
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e BY all economic logic, the Japanese 
yen should be going up, not down. Is it 
too simplistic to feel that the currency 
should reflect the strength of the econ- 
omy? Yes, in these days when high in- 
terest rates cause the dollar to soar and 
low rates cause the yen to plummet, it is 
— even if a devalued yen is going to 
exacerbate Japan’s embarrassingly huge 
export surplus by making its exports 
even more competitive. 

Down the yen went again a couple of 
weeks ago. Reader Robert Sauer 
nevertheless took some small comfort in 
the thought that, despite all other indica- 
tions to the contrary, someone in the 
Ministry of Finance boasts an ironic 
bureaucratic sense of humour. 

He points out that the new ¥S00 
(US$1.98) coin which was put into circu- 


lation this spring has on its obverse side a, 


flower which in English is called the 
flower of the empress tree or the paulow- 
nia. In Japanese it is called kiri. Look up 
kiri in Kenkyusha's New Japanese-Eng- 
lish Dictionary and one finds the word 
character has a secondary meaning: “A 
sign of one's declining (or waning) for- 
tune... The beginning of the end.” 


Those who put their savings into yen . 


or who know how little ¥500 buys in 
Tokyo today can only concur. 

e iN the "Help Wanted" column in 
Japan's Mainichi newspaper appears the 
following curious job offer: 


LADIES to swim in water tank, 
15,000 yen and up per day. 
Beginners can work without 
anxiety and no one sees your 
face in the big (hot) water tank. 
No. special ability needed. 
Please call now. Working 
hours: 12:00-23:00 (work in 2- 
shift system a day). Age 18-27. 
Mansion prepared (those who 
want to live-in will have ad- 
vantage). Transportation fee 
and 50,000 yen celebrating fee 
for contract provided. Water 
tank theater tea room, K.K. 


As old friends Paul and Josie 
Svejstrup Nielsen commented, it's a bet- 
ter idea than putting a tiger in your tank. 
e MORE Japanese fun with the English 
language. I have already mentioned such 
soft drinks as Calpis and Sweat (the lat- 
ter is now being marketed in Hongkong, 
but instead of inviting thirsty teenagers 
to "drink a glass of Sweat" they are push- 
ing it under the trade name of Pocari). 
David Willis of the Social Studies De- 
partment of the Canadian Academy in 
Kobe tells me that a few years ago a 
chocolate bar was briefly marketed 
under the trade name “Snatch” which is 
almost as good as the more recent 
"Queer-Aid Chocolate." 

He also sends me a guide to the 
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amusement park at Kobe's harbour is- 
land, one of the relics of the Portopia 
exhibition mounted there last year. The 
guide lists what visitors can expect when 
they have a go on the park's “Riding 
Machines," and very colourful some of 
the effects are: 

» Double Loop's Coaster: Two somer- 


.sault from 28 m. high loop. Can you 


stand this fear? 

» Viking: Your boat is rolled as if it is 
a leaf in the stormy sea. Weightless feel- 
ing attacks you! 

» Swing Around: Your body jumps 
up high and high by repeated space walk. 

» Wave Swinger: Take a trip on the 
air obliquely. A high speedy swing filled 
with a thrill. 

» Polyp: You will be a state of stupor 
by unique motions of an octopus' paws. 

> Sprinter: A roller-coaster that 
dashes continued and curved rails by 
high speed. 

» Dodge'M: Get a kick by a crazy car 
against the rule. 

» Cinema *2000": Everybody can't 
stand by à forceful screen. 

» Tagada: You are jumped as if you 
are a parched sesame by a dancing fly- 
ing-pan. 

» Magic House: Look! This house 
overturns! What do you want to do? 

» Double Decker Merry-go-round: A 
graceful double-decker palace . . . your 
figure that you play with horse is re- 
flected on the water. 

» Air Fighter: Take an aircraft and 
drop your front one. 

» Rock 'n' Roll: After you ride on a 
can, you are brandished and inverted. 

I reckon that if the park's machines 
had jumped my body up high and high, 
attacked me with octopus paws and a 
weightless feeling in the oblique air 
standing by a forceful screen inducing a 
state of sesame-like stupor, with flying- 
pans dancing unique motions, I would 
feel so inverted that I would be glad to 
ride on a can and even drop my front 
one! 

e TROUBLE at the Kavieng Airport at 


E 


New Ireland in Papua New Guinea. 
First, when the airport's new runway 
lights were switched on, they proved too 
much for the local grid. Fuses blew and 
the whole town was plunged into dark- 
ness. An emergency generator was then 
used to light the runway, but the town 
had to make do with candles. 

So engineers were called in, as re- 
ported by Aviation Australia, to put the 
system right. At least, until a flight of Air 
Niugini was delayed and had to make an 
unscheduled landing at night. The run- 
way lights refused to function. 

A subsequent investigation revealed 
that the engineers had installed an au- 
tomatic cut-out activated by a photo- 
electric cell to prevent the lights being 


switched on during the day. The system - 


was located near a shed and, just before 
the passenger jet arrived, someone had 
switched on the shed's fluorescent lights, 
convincing the. photo-electric cell that 
the sun was up, and so it refused to light 
up the runway. No wonder they call the 
place New Ireland! 

€ A SMALL item in The Times of India 
of May 31 caught the eye of Mrs 
Rajeshwari Devi. It reported that a five- 
man American expedition had scaled the 
7,135-m. high Nun peak in the Zanskar 
region of Ladakh. The headline might 
have been better expressed, however. It 
read: *Nun Scaled." 

e AT Tang's Emporium in Singapore, 
reader Elizabeth Gowans purchased a 
packet of “Stop Smoking Tea” produced 
by the rather ominously named Lin An 
Physicochemical Experiment Plant. The 
instructions, she points out, are either 
contradictory or she has failed to grasp 
some form of inductive logic. They read: 
€ THE SST is divided into three types: A, 
B, C. Please drink the type A, if you 
have the habit of smoking a lot and just 
stop smoking Please drink the type B, if 
you have the habit of smoking à little or 
you feel better after stopping smoking. 
please drink the type C, if you still want 
to smoke a little in society after you com- 
pletely stop smoking.* 





e IN Singapore, reader C. M. Boyd wonders how many other REVIEW readers 
would have been interested in a film show andper, exhibition recently mounted in the 
island republic — as advertised on a banner he photographed. 

He came across the poster in a Singapore building curiously named the “Oriental 
Slasher" Emporium. He adds that he did not attend the event advertised; he thought 
it might come as something of an anti-climax: 
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CHINA - 


A real-life fairytale 


Stung by writers depicting the seamy side of socialism, 
the party tries to halt a literary thaw in China 


By Robert Delfs 

Hongkong: After four years of relative 
freedom for Chinese writers, there are 
signs that a reimposition of ideological or- 
thodoxy is on the way. Stung by recent 
works which have gone beyond 
sanctioned criticism of the Cultural Revo- 
lution to indict party rule and the socialist 
system itself, party leaders have revived 
the Maoist slogans of literature for the 
masses and the importance of class 
analysis in literary work. 

But resistance to strict party control of 
literature, and even pressure to allow indi- 
viduals to publish their work privately, 
continues. Even as the tone of concern 
over liberalisation becomes more strident, 


But Hu'sstrictures were mild compared 
to the Maoist literary precepts which sud- 
denly reappeared in the Chinese press and 
party journals in May. The 40th anniver- 
sary of Mao Zedong's Talks at the Yanan 
Forum on Literature in May 1942 at which 
the party imposed strict ideological rules 
on writers who joined the communist 
stronghold in Yanan, has been the occa- 
sion for lengthy articles repeating Mao's 
dictum that art must serve the masses. A 
commentary in the Guangming Daily on 
May 22 on the Yanan talks stressed the 
principle of class analysis in literary work, 
a notion that had been carefully played 
down since the fall of the Gang of Four 





Mao at Yanan talks; Hu: back to the rules. 


new works such as Yu Luojin's recent A 
Springtime Fairytale, which describes life 
in contemporary China, in astonishingly 


_ frank terms, continue to appear. 


The first sign of tighter control was a 
three-hour address by party theorist Hu 
Qiaomu at a propaganda forum last Au- 
gust, published in December in the party 
organ Red Flag. Hu focused on the con- 
cern that by over-reacting to the excesses 
of the Cultural Revolution, the party had 
become insensitive to the dangers of 
bourgeois liberalisation "aimed at break- 
ing away from and undermining party 
leadership." 

The forum took place during the con- 
troversy over Bai Hua’s filmscript Kulian 
(Bitter Love). Hu excoriated the failure to 
criticise Bitter Love until after it was made 
into a film, and charged that the unwilling- 
ness of some cadres to take a clear-cut 
stand against it even after a criticism had 
been published in the Liberation Army 


Daily was “not only a sign of weakness, . 


but one of neglect of duty." 
30 


and Vice-Chairman Deng Xiaoping's re- 
turn to power, and which appeared 
nowhere in Hu's lengthy opus. Moreover, 
this recent enthusiasm for Mao's Yanan 
talks strongly contrasts with Hu's quali- 
fied endorsement. 

Hu had said: “We should not approach 
the [Yanan] talks with the attitude that 
‘every sentence is truth’,” and cautioned 
against the dangers of following what he 
called the disastrous road of the incorrect 
ideas expounded in the Yanan talks: the 
subordination of literature and art to poli- 
tics, the separation of political and artistic 
criteria, and the confusion of mistaking 
the human nature of a historical society 
with its class nature. The Guangming 
Daily commentator, however, said: “The 
fundamental tenet of historical 
materialism as expounded by Comrade 
Mao Zedong in the [Yanan] talks is not 
only not obsolete, on the contrary, it has 
been borne out by literary arid art practice 
during the new historical period [since the 
fall of the Gang of Four]. " 


mx Pr CEA ry YT 


A saralay ironic feature af the cam- 
paign commemorating the Yanan talks 
was the appearance of two articles by Ding 
Ling, one commending Mao’s solicitude 
and concern for writers during the Yanan 
period and the other urging contemporary 
writers to go among the masses. Ding 
had been a major target of the rectifica- 
tion campaign against writers launched by 
Mao in the Yanan talks, and she was 
purged and imprisoned during the Cul- 
tural Revolution. 

Today, almost six years after the death 
of Mao and the overthrow of the Gang of 
Four, morale among party cadres and the 
prestige of the party in society remains ata 
low ebb. Under these conditions, the 
threat posed by some recent literary works 
should not be discounted. The major ob- 
jection to Bitter Love and the film based 
upon it, The Sun and the Man— which de- 
tailed the horrors of the Cultural Revolu- 
tion — was that they failed to identify the 
Gang of Four period clearly as an aberra- 
tion. 

Hu wrote in April that from the view- 
point taken in the film “it seems that the 
Gang of Four represents the Chinese 
Communist Party and the 10 years of 
chaos meant socialism. It seems that the 
Chinese people have not yet been emanci- 
pated and enjoy no freedom at all. . . It 
seems that brightness and freedom only 
exist in the United States and the capitalist 
world.” 


Sm criticism was applied to a poem 
published last year in the magazine | 
Changan. The second stanza of the poem 
read: 

Ah, people, perhaps you have seen 

A ghost that wanders over the vast land 

of China. 

Now, in the 20th century, as we have 

entered the nuclear age 

To speak of ghosts may seem absurd. 

But in fact, it is a fearful, lamentable 

thing. 

He, that ghost, is like the wind, or a 

wisp of smoke. 

He follows you like your own shadow. 

You cannot escape his formless hands. 

He sucks the blood from your veins and 

the marrow from vour bones. 

He directs your actions and controls 

your thoughts. 

At will, he can wrench away your 

identity, 

Smash your dearest needs and 

cherished hopes. 

He has only to hint 

And you will be locked in a pitch-black 

cage for months and years. 

He can let you die, and dead, still bear 

shame and abuse. 

He can let you live, and living, live a 

wasted, useless life. 

In sum, you are his slave, his subject. 

His power brooks no defiance. 

You cannot resist him in even the 

slightest degree. 

According to the Shaanxi Daily critic, 
the ghost in the poem represents “our 
party, its chief leader and his thinking.” 
But the critic’s main objection was.not to 
the indictment of totalitarianism, but to 
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the failure of the poem to conclude that | 
such horrors have ended. “In the fourth 
section of the poem — after the downfall 
of Lin Biao and Jiang Oing — and espe- 
cially after the third plenary session [in 
December 1978] the situation should have 
improved. But no, the final cry of the 
poem is, "The ghost of the castle is now 
wandering over every inch of the land of 
China’.” 

The most recent literary work to incur 
the wrath of the communist authorities is 
Yu Luojin’s novel A Springtime Fairytale, 
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Springtime lacks the moral power of Bai’s 
novel. It resembles more the “kiss and 
tell” memoirs of an embittered Holly- 
wood ex-actress. 

Springtime is the first-person account of 
a stormy affair between a young woman, 
Yu Shan, who had suffered as a rightist 
during the Cultural Revolution and now 
aspires to be a writer, and He Jing, the 60- 
year-old deputy editor of a prominent 
Peking newspaper. The novel opens in 
1979 when Yu Shan meets He, who had 
assisted in posthumously clearing charges 
against Yu Shan’s brother, executed as a 
rightist during the Cultural Revolution. 
Yu Shan had sent He a manuscript of a 
novel, A Story of the Past, which He 
praises and promises to help her get pub- 


Yu Shan’s divorce case becomes a cause 
celebre in Peking, and is extensively dis- 
cussed in a Chinese law journal. As the 
controversy grows, He writes to Yu Shan 
asking her to withdraw her new novel 
from publication. Claiming that she has 
protected He’s reputation in court so far. 
Yu Shan threatens to reveal all if He inter- 
feres with the new novel. 

Yu Shan is attacked in the Reference 
News bulletins as a degenerate woman, 
accused of contracting her first marriage 
with an educated youth to settle her resi- 
dence registration problem, abandoning 
him for another educated youth, marrying 
her second husband solely because he had 
a flat of his own, and finally pursuing He, a 
married man, to obtain his help in estab- 
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ashing of dirty linen in print is unpre- 
vil 'dented in socialist China, and the 
— literary critics seem at a loss as to how to 
respond. Some of the charges against the 
. novel —.that the protagonist believes in 
free. sex, that her pursuit of a married 
man, by hurting. others, offends socialist 
morality — simply miss the point. But the 
political critique is also mislaid. 
" .- Because Yu Luojin identifies the court 
^ which denies Yu Shan her divorce with the 
-© court that sentenced Yu Shan's brother to 
.. death the critics have adapted the criti- 
cisms. laid against Bai, accusing. Yu Luojin 












place. since. the Cuitural Revolution. But 
Yu Luojin's comparison of Yu Shan's 
treatment and the fate of Yu Shan's 
om making the case that 
E China re remains a totalitarian society, rend- 
ers it trivial. 
The claim that. true free speech and 
other human rights do not exist in China 
-should not trouble. the party ideologues; | 
they dismiss these concepts as: mere:| 
bourgeois democracy. In the opening 
pages of her novel. Yu Luojin asks: “Have 
the times really changed? Can..we [i.e 
rightist intellectuals], situated in the in 
depths of society, really raise up our 
heads?" In answer to this, the. party can | 
point to the fact that Bai still writes, if in- - 
offensively, and us odd s fairytale ac- 














ay that things are better 














) slammed the edi- | 
| En for insist- x | 













) that our literary 
» become a firm , 









as ultimately pub- T 


g the Cultural Revo- E 


ot | | with a- 
: Western Australia. 


inary aspect about | M 


has been raised by a distinguished 
Australian historian, Prof. Leslie Mar- 
chant, after a 25-year study of official 
British and French records going back to 
pre-Napoleonic days. The arguments in 


his just-published book, France Aus- 


trale, would. certainly be supported by 
the Argentinian Government because 


"a the researched documents show that, 
theoretically, France has the same “pre- 
| scriptive right" 


to Western Australia 
that Argentina claimed in its invasion of 


| the Falklands. . 


It seems that, in 1772, gionis dfoniitén 
French explorer, S. T. Alouarn, made 
an unpublicised coastal survey of west 


| Australia from the far north to what is 
| now Flinders Bay on the far-south heel 


of Western. Australia, He went ashore at 


several places, including Rottnest. Is- 


land, off the shores of Perth and Fre- 
mantle, and formally annexed the land 
he had surveyed as French territory.. 

He evidently took back home some 
Aussie birds, animals and shrubs, which 
appear in the French records in an an- 


| | cient, blurred lithograph of a typical 
Western Australian scenario. 


However, the French stupidly made 
no attempt to develop west Australia 
until 1819, when they despatched an ex- 


| pedition led by a Capt. Duperrey with 
orders to set up penal colonies on 


Rottnest Island (significant that they 
wanted. to put Australia to the same use 


| — a distant prison — as did the Poms) 
plus a mainland site east of Flinders Bay, 


which is now the flourishing seaport of 
Albany — alongside another port later 


-christened Denmark (not France) by the 


Pommy colonialists, who had chosen 
east rather than west Australia for 


| | their initial, correct and abiding annexa- 
| tion. 


For some unexplained reason, Duper- 


| rey did not fulfil his mission, The records 
| | do not attribute his failure to arrive in 
í west Australia to. excessive eure ot 


ch iekea away: the de of kn " west 
„Australia. a French Falklands. | 


Pommy colonialists in New South 


| Wales,. alerted later. by French ship 
movements to New Zealand, were. able 
to push non-convict settlers over to Al- 


bany. Western Australia officially be- 


came a Pommy colony by occupation in 


1826. 
I do. not. reckon. French President 


| François Mitterrand — if he reads France 
| Australe, —. will. ever confront Aus- 
‘+ | tralian- Prime. Minister. Malcolm Fraser 
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That sinking feeling 


Experts say that Bangkok i is subsiding at an alarming 
rate and expect the city’s notorious floods to worsen 


By Peter Rorlach 


Bangkok: Lingering knee-deep flood- 
waters, slumping footpaths and office 
floors and deep cracks around the base of 
many major buildings underline a basic 
fact of life in the overpopulated met- 
ropolis of Bangkok today: the city is sink- 
ing at a rate which will put the worst areas 
below sea level in the next five years. 

Flooding, in particular, has grown pro- 
gressively more serious over the past de- 


cade, leaving sections of the eastern and 


southeastern suburbs under water for up 
to three months of the year. City adminis- 
trators, who in the past made confident 
predictions at the start of each wet season 


— that there would be no floods, now ac- 


knowledge that they are inevitable and say 
little can be done apart from installing 
pumps at strategic points and trying to 
confine the extent of inundation. 

Perhaps the most graphic illustration of 
the problem is in the Hua Mark area, site 
of the sprawling Ramkamhaeng Univer- 
sity and a large indoor stadium and sports 
complex. In 1978, the measured ground 
surface elevation at the university was 
0.62 m. above sea level. In 1980 it was 
down to 0.46 m., the same year a con- 
certed downpour put the campus under 1 
m. of water. 

Although it is only a few feet above sea 


` level in any event, Bangkok was originally 


a water-based city, with the klongs (can- 
als), which gave it the name Venice of the 
East, serving as a transport network anc 
also. acting as natural drainage. Heavy 
monsoon rains rarely presented a serious 


= problem, even if the so-called Great Flood 








of 1942 did give residents a glimpse of 
what was to come. 


Beginning in the 1950s, all that 


changed. The rapid filling-in of many of 


the waterways to accommodate the in- 
creasing number of vehicles and, more im- 
portant, the digging of artesian wells to 
supply water for a rapidly increasing 
population, altered the delicate balance of 


—— the city's foundations. Slowly, but now at 


a rate which. planners find alarming, 
Bangkok began to sink. 

The Thai capital sits on the lower end of 
what is known as a deltaic-marine plain, 
essentially a geological depression filled 
over the past 3-14,000 years by layers of al- 
luvial sand and clay deposited from the 
north by Thailand's four main rivers. Be- 
neath the metropolis and down to a depth 
of roughly 600 ft are nine aquifers — zones 
of sandstone and other highly porous sedi- 
ment which permit the passage and reten- 
tion of underground water. 

In the early 1950s, it was possible to tap 
water by sinking a shaft only a few metres 
into the soil. At that time, however, the 
department of public and municipal works 


34 


undertook the first large-scale. utilisation 
of groundwater with the digging of several 
large wells to deep aquifers. And in the 
subsequent period between 1955 and 
1960, more than 150 similar wells were in- 
stalled to meet the surge in population. 
The establishment of the Metropolitan 
Water Works Authority (MWWA) in 
1967 accelerated the trend and led to 
widespread private-sector development 
for the reticulation of housing estates and 
to supply, in particular, the brewery and 
paper industries. The number of private 
and public wells is now put officially at 
10,000, draining the natural reservoirs of 1 
million cu. ms a day or what constitutes a 
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Sukhumvit flood: heavy costs. 
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| third of the city's fresh-water needs. 


Experts said that this has resulted in a 
drop in the underground water level of'50 
ms over the past two decades, simply be- 
cause the rate of extraction far exceeds the 
amount of water filtering into the layers of 
porous sediment from upland areas. More 
to the point, it has amplified the compres- 
sion of the soil, producing a rate of subsi- 
dence which has increased from 1-3 cms in 
1971 to 7-12 cms today. Studies, con- 
ducted mainly by the Asian Institute of 
Technology ( AIT), show that once water 
is removed from a confined stratum, the 
pressure in the pore space of the soil is re- 
duced, creating a hydraulic gradient be- 
tween the aquifer and the adjacent clay 
layer which forces the water out and leads 
to compression. The cumulative effect 
manifests itself as the ground subsides. 


| a paper presented at the recently con- 
cluded 19th convention of the Interna- 
tional Federation of Asian and Western 
Contractors Association, Prinya Nutalaya 
and his team of ‘AIT geotechnical en- 
gineers said the drop in pore water pres- 
sure was observed as early as the 1960s 
when it was discovered that the pressure in 
the highly compressible, top 20-m. clay 
stratum had fallen away by as much as 5-10 
tonnes per sq. m. It was this which led 
former AIT geotechnical specialists Ed- 
ward Brand and Za Chie-mo to warn au- 
thorities 11 years ago that Bangkok was 
subsiding at an accelerated pace — evi- 
denced since by the fact that the drop in 
pressure is now more than 15 tonnes per 
sq. m. 

Studies at surface level reveal that the 
city has sunk to as much as 80 cms in the 
past 23 years. Although by no means a 
uniform phenomenon, the rapid subsi- 
dence threatens to put the eastern suburbs 
of Hua Mark, Lard Prao, Phra Kanong 
and Bang Na below sea level within the 
next four to five years. 

The sinking feeling is graphically illus- 
trated by the fact that a large percentage 
of buildings and other. structures resting 
on deep foundations have stood up to the 
subsidence with the result that footpaths 
running alongside often angle down to 
street curbs. The AIT paper points out 
that the separation of the ground surface 
from pile-supported structures indicates 
that compression of soil layers has occur- 
red down to the tip of the piles. 

Almost all groundwater wells in the 
Bangkok area poke up out of the ground. 
Although the protrusion depends on the 
depth of well penetration and how long 
ago the shaft was sunk, this is another 
graphic illustration of the rate of subsi- 
dence. Because most wells are rooted in 
the 100-200 m. level, AIT engineers say 
the height of protrusion is visible evidence 
that progressive compression of soil layers 
occurs within this depth range — actual 
field measurements confirm that it ac- 
counts for 6 cms out of the average 10 cms 
of surface subsidence each year. — ^ 

Just as compelling have been the results 
of precise levelling runs carried out by the 
Thai survey department from a stable 
bench-mark on Khao Lao, a rocky out- 
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Whether the pending recommendations | 


are implemented, however, is a vexed 
question given the bureaucratic disloca- 
| tions which tend to work against a coordi- 
| | nated approach. The Mineral Resources | 
ië designated authority |. 
vater utilisation, isun- | 
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pump water. out of restricted areas. 
reason is simple: the MWW A, the largest 
single consumer of artesian water, does 
not fall under the new regulations. 


supply which falls far short of meeting the 
demands of an ever-inereasing population. 


s | While the authority has: devised a master 
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ers of Thailand's abortive April coup, who were sacked 
on the army, may be planning a political route to power 


. party had approached so far had all shown — 


SRR 


and does not mnes in flat geography, PE 


vocating instead the. building of open | 
| channels similar to those in Singapore and 
Kuala Lumpur in mid-city areas and pro- 


perly constructed canals in low-density 
urban districts. 


The architect probably ids good cause | 


to doubt how far his recommendations 
will be taken. In 1980, the World Bank put 
forward a similar plan, a levee system esti- 


mated to cost about US$53 million, 50%. 


of which the bank would have financed. 


The government turned down the offer, - 


citing what it called other priorities. 


. The same somewhat negative view iSex- ' 
| pressed by Nart Tuntawiroon, dean of the 
faculty of environment. and resource | 
studies at Bangkok's Mahidol University - 


and adviser to the prime minister on 
energy, mineral resources and. the envi- 


ronment. A former advocate of mass 
and expressway systems for- 
| Bangkok, he has turned his back on what 


transit 


Pichai said that the Young Turks the 


an interest in pursuing a political career. 
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-post from Gen. 


Most of the 38-strong army group dismis- 
sed after the coup, however, still hold out 
the hope that they will eventually be 


reinstated and are not contemplating en- 


tering politics. 


and there have been indications that at 


least one of the Young Turks — probably 
Prajark — will be asked to stand in. 


Bangkok's military-dominated consti- 


usit includes the b. of ist 





The party leader appears unconcerned: 
about the sort of reaction he may provoke 


tuency of Dusit. “We realise we could get Is 
military opposition," he said, “but we still |: 
feel they [the Young Turks] are an assetto — 
the country. There are many good brains | m r 
among them and if they cannot, involve. will work 
| themselves militarily, then they « can do so z 

| politically.” * zd | 


F Army Region and assistant army com: | 
mander Gen. Arthit. Kamlang-ek, the 
"arch rival. of the Young Turks; who is | 
"| strongly tipped to take over the top army 
Prayuth Charumanee |. 1 
when he retires in October: It is also the | w 
electoral Wiese, of Prachakorn Thai : 










aliena | 
-= What does hie propose to counter - sübsi- | 
dence? *If people come and ask me what I 
am going to do [to save the city], 1 tell 
| them, ‘leave’ Bangkok a ah ips Dr let it 
decay’. ^ Harsh ‘tmay Te- 
flection of a significant schi 
among those co j 
Topment and dec 
when Bangkok m: 
national urban po 












































prospect as been fdised 
Dears little. real 









thought ha gone nte 













moving the capit : ut as. 
points out: “Even tha would be better be- 
cause the only thing: we can do, if we don’ 


have the authority to push people à 
| make life h here: worse i je worse: 









hinted at an alliance i b 
Arthit, but the parliamer 
leader flatly denied there was even a re- 
lationship between the two when ue | 
tioned by the di A 3 





































Pichai fi v believes the Déinocrats 
will-get far more than the 32 seats they. 
SEA in ihe: 1979 elections when- 


Longest submarine pipeline 


in operation 


marks new era for Thailand 


THAILAND 


BANGKOK 


CAMBODIA 


CENTRAL 
PLATFORM 


GULF OF 
THAILAND 


The world's longest single submarine 
pipeline system in operation -- 425 km in 
length - - was completed in less than 40 
months. This marks an important milestone 
in the development of Thailand's own 
natural gas energy. The system reduces 
Thailand's dependence on foreign oil and 
will help spur the country's industrial 
growth. It also is a strong base for 
attracting more foreign investments. 

The Petroleum Authority of Thailand 
(PTT) selected Fluor Ocean Services 
International Inc. for design and 
management services. The pipeline 


i FLUOR 


"By finishing the pipeline ahead of 
schedule and at a cost below the 
original estimate, Fluor has made 
a significant contribution to ad ll kt 
successful completion of a project 
that helps Thailand economically 
utilize its own energy.” - - 

Dr. Tongchat Hongladaromp, 
Governor of Petroleum 

Authority of Thailand 





originates at the Union Oil Company of 
Thailand's offshore production platform and 
extends north. Onshore, the pipeline 
stretches 160 km to the Bang Pakong and 
South Bangkok power plants. 

Under PTT’s direction Fluor, as managing 
contractor, was responsible for development 
of the master plan, engineerin£g, 
procurement, construction management 
and training for the engineers and 
operators. PTT and Fluor are proud of their 
contribution to Thailand's economic 
development and energy utilization. 





FLUOR OCEAN SERVICES INTERNATIONAL, INC. 
M&G Center, Second Floor 

154-170 Clemenceau Avenue 

Singapore 9023 

FLUOR OCEAN SERVICES, INC. 

6200 Hillcroft Avenue, Houston, Texas 77081 U.S.A. 
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No other first-class air travel is quite like our Top Class. We offer an Italian blend of good taste, warmth and distinction 
that's second to none. 

You'll notice this very special ambience the moment you enter the cabin. Because instead of being one of many, you'll be 
one of only 12 passengers. Which means there's plenty of room of move around. Or stretch 
out on one of our Dreamerette® seats. They recline a full 60 degrees for total relaxation. 
Then, there's our cuisine. Savory hors d'oeuvres, imported caviar and icy vodka are only a 
prelude to our 12-course classic menu. And your choice of world-renowned Italian wines. We 
like to think of it as a wine cellar in the sky. 

Fly Alitalia Top Class aboard our new 747's direct to Rome; and on to the major cities of 
Europe and the Middle East. With the kind of luxuries that surround you, you'll feel as though 


you're on top of the world. 
Bg * 
Alitalia 





Alitalia s Top Class. 
Grand Hotel overlooking the world. 
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(Q;How are the ripples 
from this ship 
still being felt today? 
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M ®eatre for South-East Asian Studies, 
\ UNIVERSITY OF CALCUTTA. 
CALCUTTA-700 O73. 


— 


i 
$ l - - 
à acm 
ro a 
: : AS. 
à e -i i 
~ 
\ 
en 
———PT 
xm - 


g 
y ant 





: S i MSN \ | u 


AA 





* c - i mm —ÁÁÁÁ 
i deem rer Me ETC DEMEURE 


WEM vest 
Sgr ery ETT ne: 9 genet 
PE S. uiis ? 
IFA 


cA: In I6th-century Korea, Admiral Yi Sun-Shin was 

determined to find a better way of protecting his navy. 
His quest led him to design what is believed to be the 
world's first iror-clad vessel, the legendary turtle ship. 


Today, the drive to build ships better continues. So 
does the flow of innovative solutions. One of these is the 
extensive use of IBM computers. With their help, 
shipbuilders in South Korea have been able to propel their 
country into a leading position among the ship-producing 
nations of the world. 


From container ships to supertankers, more than 100 
ships a year are launched from the yards of Hyundai, 
Daewoo, Samsung, Korea Tacoma, and Korea 
Shipbuilding and Engineering Corporation. And all these 
major companies use IBM computers to help schedule and 
manage operations, from basic design through each stage 
of production. 


Building a ship is a complex undertaking. Over 
100,000 different parts have to be produced and 
assembled; thousands of engineering calculations are 
needed. Working with IBM computers, engineers are able to 
come up with faster and better results. And managers can 
effectively coordinate operations — even when as many as 
10 different ships are being built at the same time. 


By making the most of modern technology, South 
Korean shipbuilders are building good ships at good prices, 
=. and generating annual export revenues of some 
M AES U.S. SI billion. 


Even Admiral Yi would be proud of such success. 









HELPING PEOPLE FIND THE ANSWERS. 


i Ser Artist's conception of a Kobukson, 
Peay the legendary turtle ship which brought Korea 
T4243. tonaval prominence in the 16th century. 
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When you transfer 
through Chase, you 
wledoe that 


You can relax because Chase has the latest computer technology in place to transfer 
US dollars to any money center in the world. And to confirm it instantly. And delive 





a printed confirmation the next day. That’s banking on Chase Time. 

A transfer with Chase is virtually error free. At Chase, we like technology to b 
easy to live with. So, unlike other funds transfer systems, Chase can take your order 
in just about any form. By mail, phone, telex, SWIFT, or from the computer termin: 


right at your desk. The minute you deliver it we feed it into our computer system. 
And speed it on its way to any of over 100 countries. It's no wonder that we transfer 








ne re money than any other bank in the world. a 
And when you use a Chase Regional Service Center located i in Hong Kong, 
Singapore and Tokyo there is no problem i in dealing with continents that have | 
cones completely out of synch with your own. So if there is an error, garbled or 
peeing information it's caught. In your time zone. Before it’s transferred. _ 

-. .. Now more than ever, time is money. So call the Chase Manhattan Bank. 
Zontact Anna F. DeRossi, Second Vice-President. Tel: Hong Kong 5. 7905005. 


In the race against time, the Chase is on. 














In Singapore, 
the way they were 





...Is the way we are. 
Century Park contin bak 


Sh to Sheraton, you are constantly 
era I reminded that the gracious 
living of the turn-of-the-century is never far away. 


You sense it everywhere. 


In the luxurious appointments, relaxed 
atmosphere of restaurants and bars . . . in the 
peaceful setting that makes you wonder if you 
are really in the shopping and entertainment 
heart of Singapore. Youll like the way we are. 


Century Park Sheraton e 
Singapore f Y 


fa 
Where style surrounds you. 


Nassim Hill, Singapore 1025, 

Tel: 7379677 

Telex: CPHSIN RS21817 & R833545 
Operated by: 

ANA HOTELS INTERNATIONAL 
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WWF/Kojo Tanaka /BCL 


‘Lhe 
Giant Panda 


needs your help 
tO Survive 


OM every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWE needs money - your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
9$ 
WWF | WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 












perialists: The Ariori: 
nce in East Asia by 





. James C. 
.and John Curtis Perry. UE & REM, 
3 New York. US$17. 50. eisi. 











jore assertive in the area 








st important. Western power in East 
«sia. The US had a capacity for good or 
-. evil on a scale far in excess of anything the 
- Europeans had been. possessed of and 





~ with profound consequences for everyone | 


else, Asian and non-Asian alike. ——— 
_. Why and how did the US become such 
an. important. power in the region? How 
. did it use its formidable power? Did it 
| ever, and does it now, understand the re- 
gion and the aspirations of the people 
_ there? These and, many other questions 
are examined in this. book, an ambitious, 








< US involvement in East Asia by three US 
| scholars (specialists on China, the Philip- 
pines and Japan). 

The book traces the story of USi inv /olve- 
ment in East Asia from its earliest. days, 
"When George Washington expressed sur- 
prise on learning that the Chinese were 
not white, to the AR It examines. the 





Sas. of de peice. uprising, ela. 
tions with Topan T l China, the mo of 












wn of the future.” 
trying forward the banners of free- 
om, , democracy and progress was a jus- 

cation of the US, its values and ideals, 
- and it remains so in the face of startling in- 
“equalities and rising crime at home. But, 
alas, th 





. Eem- | 
on a course that was to make. i 
Vorld War IH and the. subsequent | 
ropean: withdrawal from the region, the | 


is o nu that th ‘of de and wi 


Thomson, Peter W. Stanley - 


"provocative and wide-ranging. analysis of | 


e swathe which these lofty ideals i 
. also provide a seedbed. for. arro- 
estt eil shape! the. world in db : 





possible. that 





| no equivalen 
after defeat 





the conquest of the Philippines at the turn 


B of the century. 


Failure, especially the “loss” of China, 


Tr highlighted the fragility of the whole mis- 


= l | sion but its underlying assumptions were 
OR n more than 400. yeárs. thé. fonds I » 


‘the only Western presence in East 
However, towards the end of the ` 
entury the United States gradually | 


not questioned. For example, was it not 






with which US policy was shaped by an at- 
traction towards English-speaking West- 
emers,: personified by Chiang Kai-shek’s 


wife in the case of China, and for her read 


Ngo Dinh Diem later in Vietnam.) . 
_ Instead, scapegoats were found, the vic- 
tims of the McCarthy witch-hunt and 


| those of the Dulles. purge of the State De- 


partment's China specialists. There was 





there; Americans seemed 
glad that it was all over and just wanted to 
forget about it, However, it seéms impos- 
sible not to detect a whiff of vindictive- 


ness, of a desire to seek retribution 


triumphing over more dispassionate con- 
siderations, in subsequent US policy to- 


| wards Vietnam, though clearly other un- | 
q related 
too ; 
l Only: time will tell just how far things 4d 
: have be whether President foie 





| factors. have shaped that policy 





dus if so. OE ir ey d still tes 

y and conviction to spread it 
whether r not it is any longer practicab: 

nd, “perhaps more important, 





Dew nother countries will ‘ever again 
| allow it to become. anything more than 
: thetoric. One shudders to think that the 
fact that Thomas Enders, who is best re- 


membered for helping to. direct the secret 
bombing of Cambodia from inside the US 
embassy in Phnom.Penh, is now assistant 


secretary of state for Central America is 
symbolic. of how little the US has learned 


from its experience in Asia. 
Sentimental imperialists is not without 


dts shortcomings. The chapters on China 


and the Philippines are more satisfactory 
than those on Korea and Japan. The dis- 
cussion of post-war Japan in particular 
strikes one as i oddly unoriginal and shal- 
low with no mention, much less analysis, 


_of the genesis, development and implica- 


tions of the most important aspect of post- 
war US-Japanese relations, the strategic 
role of Japan .as.an anticommunist, 
peaceful, stable ally in Northeast Asia, 
; Buty on the e the ‘book finely 









TM but which was already i in germ in 


other people might have 
| their own priorities, might prefer to deves | 
| lop. in their. own way? Might not policy | re; 
_ have been misdirected? (The authors pre- 
sent apretty damning case against the ease 


s-of- Vietnam syndrome |. 
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.. Australia and New Zealand agree to open up — — but gradually 


-CERtain to be free 


. .. By Colin James 
a TEES changes are likely to be 
: encouraged in New Zealand's pro- 
tected manufacturing industry under a 
a new free trade agreement due to be signed 
between New Zealand and Australia 
— . within the next few months. But there will 
3 be plenty of time for adjustment: a draft 
- Closer Economic Relationship (CER) 
: agreement published by the two govern- 
- ments in the past month envisages totally 
j oe trade only by 1995. 
... The agreement does not provide for the 
Et vO countries to raise a common external 
P tariff against imports from third countries 
. as would be the case with a customs union 
a" 
of the European Economic Communi- 
SA type but, being in a free-trade area, 
Australia and New Zealand would have to 
$ operate rules of origin to prevent goods 
_ from outside sources entering one of the 
—— two countries via the other under a lower 
| E - tariff than that which would normally 
n: apply. This is similar to the arrangement 
—. which already applies under the existing 
f pou trade regime between the two. A 

































E mutual consent, however. 
E - Thére are implied advantages in the 
Eros period for New Zealand man- 
ufacturers compared with their Australian 
. counterparts. Quantitative controls are 
4 much more used by New Zealand than 
| qd Australia and while tariffs are timed to 
= phase down to zero by the beginning of 
-. 1988, quantitative controls are to be eased 
E . on an open-ended scale to allow a rise in 
"7 mA of 10% a year, taking in some 
ses the full 12 years to reach conditions 
quivalent to unrestricted access. 
- [n spite of these safeguards, the draft 
/— measures represent a decisive lowering of 
— temperature in New Zealand's secondary- 
. industry hothouse. The first liberalisa- 
E. ions are proposed to take effect from 
T mM 1, 1983; at least that is the New 
3 ealand Government s intention. Having 
E. committed themselves to it,-senior minis- 
. ters are said to be privately worried that it 
1 1 might slip down the Australian cabinet 
— agenda if not dealt with quickly. 
. However, even a delay in introduction 
.. need not set back the subsequent opera- 
. tion of the agreement — and talk of a six- 
= month hold-up by manufacturers is not a 
= Ploy to block the agreement. In total con- 
- trast with their blanket opposition to the 
1965 New Zealand-Australia Free Trade 
2 Agreement (Nafta) which CER is to re- 
=~ place, manufacturers have by and large 
.  . been prepared to bite their lips and go 
. along with CER, though as negotiations 
have dragged since the March 1980 de- 
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. common external tariff could be applied - 
A against certain categories of goods upon: 


claration by prime ministers Malcolni 
Fraser of Australia and Robert Muldoon 
of New Zealand of their intention in prin- 
ciple to establish full free trade in all goods 
and services, smaller manufacturers have 
increasingly shown signs of fear. 

This generally more receptive attitude 
— which has in turn led to a cautiously en- 
dorsing attitude by the New Zealand op- 
position Labour Party, normally a strong 
supporter of manufacturers’ demands for 
protection — reflects a growing maturity 
as manufacturers have found success, with 
help from generous export incentives, on 
the world market and rationalised within 
New Zealand. It has been encouraged by 
stated government policy through indus- 
try plans to pursue increased international 





Muldoon: moré nora Sigs 


competitiveness and efficiency in end-pro- 
duct manufacture. Throughout the 
negotiations, officials have kept manufac- 
turers’ leaders fully briefed. 


ER contrasts markedly with Nafta, 

which has become an overmanaged in- 
strument of privileged, rather than free 
trade. The draft agreement insists the CER 
will follow “automatic procedure,” which 
will “minimise the extent of government 
involvement in the day-to-day trading re- 
lationship.” This has been seen by 
negotiators on both sides of the Tasman 
Sea as crucial to fulfilling the other main 
principles of CER, namely that it will be: 

» comprehensive, evolutionary and 
"based on the free movement of goods" 
under conditions of fair competition; 

» outward-looking and "framed to take 
full account of the obligations which Au- 
stralia and New Zealand have under other 
international trade agreements and under 





existing bilateral arrangements with de- 
veloping countries of the South Pacific re- 
gion." (The draft agreement specifies that 
Australia's external territories and former 
New Zealand territories Niue, Tokelau 
and the Cook Islands will be associated 
with, though not part of, the agreement.) 

The draft specifies that tariffs between 
Australia and New Zealand will be cut by 
5% a year (the first cut on January 1, 1983) 
or by a sixth of the total tariff if it is higher 
than 30% at the outset. This will eliminate 


` tariffs by 1988. 


During the transitional phase, existing 
margins of preference are to be main- 
tained where possible and no duties are to 
be levied higher than the lowest duty level 
for any third country, bar special conces- 
sions for developing countries. Customs 
procedures are to be harmonised. 

Quotas — under import licensing in 
New Zealand and the. tariff system in 
Australia — are to be expanded by 10% a 
year in real terms (that is, adjusted for in- 
flation in the importing country) for the 
exporting country. This, says the draft 
agreement, should double the available 
quota every seven years. For many pro- 
ducts this gentle pace of liberalisation — 
at one stage an even gentler 576 was consi- 
dered — should lead to effectively unre- 
stricted access in 10 years or so. For those 
products still restricted in 1995, the draft 
agreement insists on access at that time. 

"All import restrictions and tariff 
quotas on trans-Tasman trade will be 
eliminated by 1995," it states. For those 
products in which no eastwards trade is 
now permitted the draft agreement sets an 
initial minimum quota of the lower of 
NZ$200,000 (US$152,700) or 5% of the 
market. Not all goods will be subject to 
this formula from the start, however. A 
list of 19 product types has been set aside 
by both governments for special treat- 
ment. For plastics, subject to a recently 
adopted New Zealand industry plan, the 
starting dates for liberalisation will be July 
1, 1984 for laminates and July 1, 1987 for 
other plastics. For ceramic sanitary-ware, 
some. copper products and some 
aluminium products, the starting date will 
be July 1, 1985. A special regime will 


phase out duty on heavily protected New 


Zealand wine from July 1, 1986. 

For:a few products: — processed 
potatoes and corn, wool-rich carpet and 
whitegoods — liberalisation is to be faster 
than standard procedure. For others — 
certain steel products, tobacco, clothing, 
motor vehicles and components and can- 
ned fruit, and a group for which New Zea- 
land owl) plans are due soon (rubber 
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"Australian i in federal govern- 
ment purchasing procedures, but only 
| further discussions are promised on state 
. government .purchasing. Harmonisation 
" [ot "such reqüirements as standards, tech- 
¿nical specifications and testing proce- 
dures, domestic labelling and measures 
relating to restrictive trade practices" is 
also reserved for future examination. 


is one recent exüsnptg) or prodi 
which short production runs are re 
exploit the substantial: wage 
between the two countries (oné A 
lian estimate in 1980 put New Z 

: labour. costs at 55% of those: in Au 






















fone ‘the as issue m in- 
| t [ ermediate g goods, a matter of principal | 
oncern to Australia, A “joint examina- 
"of each affected industry is proposed 
1 attempt to find a solution which, as | 
» practicable, is. consistent with the 
objectives of the agreement.” 
‘On another i issue of particular coricern. 
ustralia, the governments have | 
lat any new agricultural support . 
isation schemes be consistent with 
(209 orinciples and objectives. New Zea- 
, Ts d is to 'sourcé wheat imports preferen- 
“tially from Australia and ensure equal ac- 
“cess for Australian citrus. fruit, grapes, | 
pineapples and bananas. ~ | 
New Zealand's generous export incen- 
tive scheme, under which many manufac- 
turers have been able to. make inroads to | 
the Australian market, isto go. "The long- : 
term objective. is that there will be no ex- 
port subsidies or export incentives operat- 
dáng in trans-Tasman trade," the draft 
, agreement says. " Performance-based ex- 
n porti ncentives aré to go by mid-1987. 
Am issue of particular importance to. 
-. New Zealand has been partly resolved: 
T Ney. cane: manufi icturers will be 











In a der sense Tn is Scop fe 
Zealand to exploit advantages i 
resources — wood and grasslan 
ing, for example. In an, 

draft agreement. 
ernment said: 
sult in- significant new 
| tunities, enhance econo mi 










Ne surprisingly, i in such a loosely for- 
mulated document, a full review is 
: planned i in six years to consider “whether 
the agreement is bringing benefits to both 
countries on a reasonable equitable basis, 
whether additional measures are needed | 
and whether changes are needed in wider, - 
_but related fields of tax, law, standards, | 
‘investment, transport, tourism and the 
movement of people.” The optimists will 
see the review as potentially taking. CER | 
. another step towards a common market; 
` pessimists will see it as affording a means 
of throwing spanners in the works if N e 
Zealand manufacturers are being hurt too | 

much. 

Some will undoubtedly be. hu | 
| Economies of scale in Australia. will 
favour Australian manufacturers both in 
their home market and in New Zealand's 
in many products. New Zealand manufac- 
| turers will have to improve on a small but 

| developing ability to find niches based on 
s eNA ( Pea pump gaugës 
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Rural Japan has a lot of f catching up p to dc io and 
welcoming forei ign investors in pane e fented fashion. 








B y Mike Tharp - 


Kyushu, Japan: If local governments at j Spects, according to a United States Gov- 
the southern end of the Japanese ar- | ernment official in Tokyo. Hurst Groves, 
chipelago have their way, they will con- | head of the American Chamber of Com- | 
vert the rich farmlands of Kyushu into ‘merce in Japan’s investment committee, E t 
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“Silicon Island.” To this end, prefectures | Says recent Japanese industrial recruit- 
. have joined the central government in'àn | ment efforts represent “a change of at- 
unprecedented effort-to attract: foreign | titude, à genuine attempt, not just public 
 high- -technology- ompanies: to invest a relations, to accommodate Americans. | 
he ‘ural see of dz par | $ These efforts : also represent a sustained - 
Hy twe | policy by the Japanese Government, espe- | 
| cially the Ministry of International Trade 
Seanother, Texas aene has op- | and Industry: (Miti), to disperse industrial. 
ated in Oita prefecture for more than a. - 
: ade). But they appear to be in the van- 
- guardof what coüld become a foreign cor- - 
porate invasión; drawn to Kyushu’ s roll- 
g hills and green meadows by various fi- - 
naricial and material incentives and by the 
ospet of direct access to the Japanese 
i reign company ¢ executives who inne. 





































money le | i 
could’ be déeined éxotic or p 
conservative boards of dire 
California's Silicon Valley, for 
Advanced Micro Devices, a hi 
high-technology company until recen 
had planned to set up production | 
in Japan. However, , due to the cé 
policy Of ho Jagoffs on one hand a 
gish sales on the other, the c 


development and to stimulate economic 
growth in regions by-passed by the 
economic miracle that has occurred in the 
major urban centres. - 

Kyushu and Tohoku, in the northern 
part of the main ‘island of Honshu, have 
been plagued’ by stagnant industrial pro- 
duction for years. The absence of factories 
and the dominance of agriculture meant 
50% or more of a prefecture's high school 
graduates” left home to | 





















































o both overseas and domest pani 








comes from Tokyo. In. Miyazaki prefec- 
ture, for example, 3 37% of last fiscal year's 
inae came from the central Leon 
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M. 'otal Japanese investment 
US at the end of the same period 
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s incentives, and most. of their income | Aaterials R h: Corp. of. 
New. York, are ‘both Pa to. build | 
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including US$2. 3 bil- E 








facilities in Kyushu. Both are also likely to 


apply for and receive JDB loans to pe fi- 


nance construction. 
— Fairchild is set to begin construction i in’ 


October of a semiconductor plant in the 
Isahaya industrial park in Nagasaki pre- | 


fecture. Robert Skurko, president, said | 


last week Fairchild finance officials have | 


not yet applied formally to JDB for a loan. 
Paul Petach, president of MRC, còn- 
firmed his firm would apply fora J DB loan 
for up to 50% of the initial construction 
cost, estimated at around noe, mm 
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MRC will nube film. coating systems, 
which are used in integrated circuits, and. 
ultra high-purity metals, metal alloys and 


ceramics mainly for thin film uses, also in. 


integrated circuits. The machines that 
apply the coatings cost up to US$500, 000 
each and weigh 1,500 kgs. . 


. Noritada Terasawa. of the bahk's pro- l 
gramming and coordination department | 


indicated to the Review that the bank 
would treat the applications favourably, 
“as long as they pass our. financial 
analysis." The JDB has already 
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| ations require: tren 
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regional development loan for its. Japan- 
ese operation.) 

Incentives offered by individual prefec- 
tures vary, but most are common to all. 
Companies, foreign or Japanese. agreeing 
to build a factory that will create local em- 
ployment are offered à three-year exemp- 
tion on the city's ixed-assets. tax, the: pre- 
fecture's property acquisition tax and cor- 
porate income tax by the locality. En- 
vironmental regulation: though . strict, 
are often not as tough as those in places al- 














ready saturat dustrial. develop- 
| ment. Many pi res also built indus- 
trial parks during the ea 1970s, but the 


can nd consequent 


crisis - 
economic slowdown. left many of the sites. 
vacant. Nagasaki prefecture now pays 
X2 3 billion a year in interest payments on 
its unsold industrial park sites, and Saga, 


197374 oil. 






d pays ¥40 million. 





.and prices. are. generally. much: lower 

mthan in urban areas. An American 
Chamber of Commerce, tou | 
last September. found and prices as cheap 
as Y 10,500 per sq. r agata pr 
ture, and MRC is pay ig only € 10. ,000 per. 
sq. m. for its coastal. ir 















n Oita prefec- 


| ture. Fairchild wanted a Tess site for its 


proposed plant. which eliminated any 
Tc A ccordingto Skurko. 









¥2.2 million. Thus th : 3510-30,000 ) range 


| available in the regional. developments is 


a prime attraction: 
In addition, local. government. au- 
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r. Nagasaki p ecture is aay 
samu Takada agreed 
that the prefecture would p y 60% of the 
¥10 billion: cost of. supplying. industrial 
water to. [sahaya industrial park, The rest 
M be pad xd Isahaye eity.- 

Morihiko : Hiramatsu, a 
iti : SO MRC. 
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provided | bid and.c 
X80 billion (US$313. 7 million) t0 23 1^ 
foreign companies that were not wholly | 
ae dM ues but gs t or more 


















subcontracting and supplying industries. 
But it simply makes good business sense, 





in the ;iretecture, a move to > avoid 
g away workers from Japanese 


| thing of reliability and after-service. Gen- 


competitors. However, company officials | erally, Japanese salaries run slightly below | . 
. cite the presence of vendors, contractors | those inboth the US and Western Europe. | 
cand Subcontractors throughout Kyushu às | According to-a United Nations report, | 






| the estimated hourly wage for Japanese 
_ workers last year were US$6.75 compared 
| with US$7.27 in the US and US$7. 21 in 
| West Germany. 
Foreign: co 


he. most obvious disadvantages for. 
foreign f firms — and Japanese as well — in 
. locating oe wa in ae backwaters a 










mpletely and still decide 
< tarr ying regions for three com: 
; i ieetion able Pando networks. To o help 

~ solve the last problem, all four of the 
: Kyushu prefectures recently visited plan 


eration will allow them to understand the 


accommodate jumbo jets. 

Foreign companies coming to Japan will 
have to tailor their management style al- 
most entirely to conform to the Japanese 
way, at least if they want to succeed. That 

includes - leaving the management of | 
'Kyushu-based affiliates almost exclusively | 
in the hands of Japanese managers. But, 

as Petach oon out, NS want to become | 


companies can gain a foothold in the Ja- 
or other parts of the ‘Asian market. Com- 


efficiency and pro 
workers. Texas’ Instruments’ Oita plant, 














cane — centri of high technology will it is hoped, | 
rescue me Japanese count y side from ecol nomic stagnation 





: Tokyo: The core ei the Ministty of Inter- 
national Trade and Industry's (Miti) ef- 
forts to encourage’ high-technology invest- 

ment and development in areas outside 
Japan’s main industrial belt is called the 
Technopolis programme. Some 20 cities 
are competing for only two or three sites 
that will be selected by Miti in’ 1984:as 
Technopolises. To ‘qualify, a city must ictivities," wrote Shozo 

have a projected ‘urban population ‘of Harada, the Miti parliamentary vice- 
around 200,000, a je doe S == | minister. ag 
| sity: nd | Because of the expected boost to local 


H asad of dcinde prefectures 


tories. 





NEC is the formation of an R nid D Le 
search and development] core in regional 
| economies, which can achieve economy of 
| scale in R and D'àc 















ful. brochures that describe their attrac- 

ions, moving university campuses and as- 
signing. local government workers to full- 
time jobs on the Technopolis trail. 

Leading candidates are said to be Nasa: 
oka, in ‘Niigata prefecture, at least partly 
because Japan's most influential politi- 
cian, ex-premier Kakuei Tanaka, hails 
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nc obtained’a an Henan high: propor: 

< tion of public money to supplement their 

local spending; i ranging between 24-30% 

| penditures, compared with 19%. na- 

“tionally and only 1695 in the Kanto area 
surrounding Tokyo. 

cal economies have been dominated | 

igricultüre, which is losing competi- - 

for reign farm products because 
ney! To hielp balance: the ef- 













in thesé een ventures. Nor are there | 
local-content requirements, in terms of | 


in the view of both Skurko and Petach, to | 
utilise local suppliers, rather than risking | 
long supply lines to the West — to say no- | 
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panies ‘could ignore the | 


pelling re reasons. One is that a Japanese op- | 


SE nature of their most serious competition in | 
to extend their local airports" Tunways to | high- technology industries. Second, the | 


| panese market itself, or sell within Japan 


panies can also capitalise on the quality, : 
productivity of Japanese | 


for ai Ame is Men regarded as pe 
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l kaaa imports, ‘Technopolises will T | £ 
| employ thousands of rural Japanese work- | 
ers in innovative MEME fac- | 


oie site, preparing slick, colour- | 
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Taiwan gambles on heavy local and foreign investment i in its own 
version of Silicon Valley to restore export competitiveness 


By Andrew Tanzer 

Hsinchu, Taiwan: Less than two years 
after its opening in September 1980, the 
Hsinchu Science-based Industrial Park 
has become the focus of Taiwan’s thrust 
into high-technology industry. Thirty-five 
companies, many of them foreign-in- 
vested, have received permission to set up 
in the science park, 70 kms southwest 
of Taipei. Nineteen firms, including 
Taiwan's first mass próducers of inte- 
grated circuits and silicon wafers, have 
commenced operations. The island's bud- 
ding semiconductor industry is centred in 
the park, which is attracting many of the 
country's growing number of computer 
outfits. 

Patterned after Stanford Industrial 
Park of the United States and its more fa- 
mous offshoot, Silicon Valley, Hsinchu is 
designed to serve as a catalyst in restruc- 
turing Taiwan's industry from labour-in- 
tensive to technology-intensive (one im- 
portant distinction. from its American 
models is that the local version is govern- 
ment-run). The mission is a race against 
time: low-technology products such as 
textiles, footwear and electrical 
appliances which dominate Taiwan's ex- 
port ledger are rapidly losing their com- 
petitive edge to shipments from countries 
enjoying cheaper labour. 

In the context of Taiwan's economic 
development, the park may be seen as a 
successor to the island's three export pro- 


cessing zones (EPZs), the first of which 


dates from 1966. There are similarities be- 
tween the EPZs and Hsinchu park — both 


are duty-free zones — but the concepts 
— and economic roles are quite different. 


The EPZs are essentially assembly fac- 
tories near large pools of labour and big 
ports (two EPZs are in Kaohsiung and one 
in Taichung). The products manufactured 
have a low value-added content and are 


] i . designed abroad. Irving Ho, director of 


the. Hsinchu  Science-based . Industrial 


- _ Park, says the goods made in the EPZs are 


at "the tail-end of the learning curve." For 


-.— example, electronic calculators were not 


assembled in the processing zones until 
1972, years after they had been developed 
in the US and their production ra- 
tionalised. In 1972 Taiwan manufactured 
35,000 calculators; in 1981 output was 17.1 
million. 

By contrast, planners hope the Hsinchu 
science park will be on the cutting edge of 
technology. The emphasis — especially at 


the initial stage — will be on research and 


development (R and D) rather than on 
production. The need for technology 
transfer from abroad in developing new 
products is obvious, but the improving 
skills of local technical personnel are also 
expected to help keep the park's produc- 
tion in the forefront of technological 
change. The site for the park was chosen 
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because it is near Tsinghua University, 
Taiwan's best engineering and science 
school, and Chiaotung University, noted 
for its strong electronics and telecom- 
munications departments. Also nearby is 
the government-backed Industrial Tech- 
nology Research Institute (ITRI), which 
specialises in transferring technology to 
private industry. 

Victor Ku, general manager of Wang 
Computer (Taiwan), a subsidiary of Wang 
Laboratories, cites the island's hard- 
working, relatively low-salaried engineers 
as the main reason the company decided 
to invest in the park. Park director Ho says 
Taiwan universities graduate 50% more 
engineers per capita than the US and their 
salaries are only a quarter to a third of 
those of their American counterparts. 
(However, while in some fields — notably 
computers — they are said to be as good as 
their US counterparts, in others they are 
on average less skilled.) But the cost ad- 
vantage cuts both ways: a recent Ministry 
of Education study found 27% of Tsing- 
hua graduates go abroad to study further 
— a higher proportion than of any other 
school — and few return to Taiwan. 


he science park offers a number of in- 

centives to investors. All companies 
receive a five-year tax holiday within the 
first nine years of operation; after that 
company tax is 2276, lower than the stand- 
ard rate of 2576 for firms in specified in- 
dustries. (In other areas, firms may be 
charged 35%.) Imported machinery, 
equipment and raw materials are duty- 
free, except for goods sold on the local 
market (there is a bonded warehouse on 
the park's grounds). Foreign investors 
may own all the shares of their enterprises 
and repatriate all profits. The park will 
provide up to 49% of venture capital and 


Hsinchu laboratory: racing against time. 





| piss rents out factory buildings at 22 US 


cents a sq. ft a month for ground floors and 
20 cents for first floors. Investors operate 
in an environment relatively free: of 
bureaucracy (by Taiwan standards) and 
can count on special treatment -— includ- 
ing government loans — from the govern- 
ment's economie planners in the future. 

The park seeks investment in five broad 
industry sectors: electronics and informa- 
tion processing, precision instruments and 
machinery, high-technology material sci- 
ences, energy sciences, aeronautical en- 
gineering and genetic engineering. 
Twenty-four of the 35 investments ap- 
proved so far have been in electronics and 
information. Applications are analysed by 
experts in the respective fields and by a 
governing board under the cabinet’s Na- 
tional Science Council. Enterprises are re-. 
quired to engage in developing and de- 
signing advanced technology products; 
production is optional. 

According to Ho, roughly half the ap- 
plications have been accepted. The US 
was the first overseas target for invest- 
ment because its information processing 
industry is considered most advanced by 
park officials and because most of 
Taiwan's scientists were trained there (Ho 
received his doctorate from Stanford and 
worked many years for IBM, the com- 
puter major). The park recently began a 
promotional campaign in Europe. Japan 
will come third because of a persistent be- 
lief in Taiwan that the Japanese are much 
less forthcoming than: Americans and 
Europeans in technology transfer. The 
park has attracted investment from Over- 
seas Chinese and some small- and 
medium-sized American firms such as 
Wang, Control Data and Melles-Griot. It 
would like to lure a computer giant such as 
IBM, for prestige if for no other reason. 

The goal for the 1980s is to attract in- 
vestment of US$1 billion from 200 com- 
panies employing 30-40,000 workers. To 
date, the average investment per firm has 
been US$1.5 million. The park's 10-year 
development programme is divided into 
three stages: transfer of technology and 
manpower training during the first three 
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ral location in Asia and the country's pool 
engineering skills will stand it in goód 
ead. Wang Computer shifted its R and D 













or a Chinese-language computer system 


from Boston to Hsinchu because of the 











developments in Japan's vast computer in- 
dustry. Ku says the investment is Wang's 











g subsidiaries in Asia. 






j “market. The Seattle, Washington, com- 
pany is one of two in the world — the other 


is Ingersoll-Rand — manufacturing high- | 
pressure water knives and drills. The knife, | 
which is used as an industrial tool, is capa- 
ble of cutting almost anything but metals - 
with its 60,000-Ib-per-sq.-in. jet of water. 
According to John Olson, vice-president, 


the US$100,000 cutting systems are sold 


mainly to the aerospace, corrugated box | 


and glass fibre industries. The water drill 
.. is used for rock drilling and construction. 


| The subsidiary is now exporting most of its .: 
production back to the US. Olson says it - 
costs US$10 an hour to run a machine | 
shop in the park, compared with US$25 - 


an hour in the US. But the main 


Besides seeking foreign investors, the 


. Microtek, which was founded in the park 
in 1980, is an example of Taiwan-born en- 


 gineers returning to the. island to start 


their own company. Microtek's president 


and two vice-presidents worked for Xerox | 


. in the US. Last year the firm came out 
. with a micro in-circuit emulator,.a tool 


| used to. develop microcomputer systems.) m 


_ The firm. projects sales of 200 units. 
. month by August, largely in the US. I 
. April it came out v 
< a computerised numerical control system 














ormachine tools... 


Microtek acquired the ; technolog for 





Electronics Research and Science Or- 
sation (Erso). Erso, a branch of ITRI 
ar the science park, is playing an in- 
asingly important role in the develop- 
ent of the island's industrial electronics 









began in | pai 


"ark planners think Taiwan's fairly cen- | 


language advantage and to get closer to | 
potential markets in Hongkong, Singa- |. 
pore and Taiwan itself. Proximity to Japan 

elps the company monitor the latest | 


rst in overseas R and D. The company 
has already begun pilot production of the | 
ideographic computers, which are sold to | 


low Fareast Corp. is another park in- ] 
: vestor setting its sights on the Asian - 


| tend the - 


ith its second product, SE: 


he control system from the government- - 
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By Paisal Sricharatchanya | 


Bangkok: Less than a decade ago, meet- | 
ings between the government and 
businessmen. in Thailand to tackle issues | 
| of national significance often broke up in | 


heated argument, and achieved little. 
Serious attémpts during the past two years 


to. correct long-standing animosity and | 


mutual distrust have led to a markedly im- 


proved relationship. between the, public 
and private sectors. This atmosphere was | 
given another boost last week when Prime | 
r Prem Tinsulanond broke tradi- |. 
n | tion to attend a high-level meeting with 
reason Flow is here is to develop markets - 





the country's private-sector leaders at the 


| latter's headquarters. (Most meetings in 
! _ the past were held at Government House | 
park is trying to bring home some of | 
Taiwan's engineers, who figure: promi- . 
nently in the US computer industry. 


and the last prime minister to visit the pri- 


vate sector’s premises was Field Marshal | s 
Sarit Thanarat, in 1963.) ^ «9. <u ^ yy 
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mutual distrust and set about tackling key econom 4 


„and allegations of corruption, į 
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highest security apparatus. Par 
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and excessive red tape flew b 
two sectors. 7/0 o0 0 
It was not until 1979 that the f 
attempt at high-level d 
mooted. Faced with mounting 
problems, then prime ministe 
Chomanan tried several times to p 
Thailand's economic overlord B 
Rojanasathien to join his govern 
Boonchu turned.him down e 












_ Taken at face value, Prem's visit to the | country’s th 
Board of Trade (BoT) on June 10 to at | 
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times jealously. protective à 
. economic matters to join hands. 


in the Thailand Inc. polie 


| ernment in 1980 (REVIEW, May 2 


distrust and perhaps more impor 
position from military quart 


- the policy failed to achieve much. ^^ 
—. Observers credit the secretar 
of the National: Economic a 
Deévelópment Board (NESDB), $n. 
akul — one of a- handful of go 
techn 

. —— with fo: 














without physically having to serve 
. The idea that the public 
brush aside over-nationali 
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private sector and work for natie 
gress later became one of the foca 
STI policy public 
cated by Boonchu shortly after 
pointed deputy prime ministe 
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of economic affairs in the first Pi 

















However, given deep-rooted 


bureaucrats over Boonchu's- appro: 
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retariat headed by Snoh serves as a forum 

to process issues for the joint committee's 
decisions, hear private-sector complaints 
over government treatment and recom- 
mend remedial action. Informed sources 
told the REVIEW most problems at the 
working level are built around inconsis- 
tent government policies and differing in- 
terpretations of official rulings. Among 
other things, the secretariat has received 
complaints from companies which were 
served notice to pay retroactive taxes in- 
volving hundreds of millions of baht. Dif- 
ferences between the authorities and the 
private sector in the interpretation of 
tax codes often lead to prolonged legal 
disputes. And punitive retroactive taxes 
represent a strong disincentive to busi- 
ness. 

While rectification of all these issues 
will be time-consuming, the NESDB ex- 
pects shortly to institute a monitoring sys- 
tem whereby the private sector will regu- 
larly report on market prospects — 
.domestically and overseas — in the short 
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. Snoh; Boonchu: similar approach. 
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programmes under the current (fifth) five- 
year plan launched last October. Objec- 
tives include accelerated private. invest- 


spirit. Snoh is understood to share com- 
mon views with Boonchu on important 
economic policy matters ranging from an 
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open-door policy to attract foreign invest- 
ment to closer public-private sector ties in 
implementing major projects. It was 
_Boonchu who supported Snoh's appoint- 
ment to the key post of central bank gov- 
ernor when the former was finance minis- 
ter under the government of Kukrit 
Pramoj from 1975-76. Similarly, Snoh's 
appointment to head the NESDB in 1980 
received Boonchu's tacit approval in his 
capacity as deputy premier. 

Established late last year, the joint gov- 
ernment-private sector consultative com- 
mittee envisaged regular monthly meet- 
ings betweer cabinet ministers responsi- 
ble for economic affairs, led by Prem, and 
leaders of the three private-sector institu- 
tions; to collectively thrash out action 
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ment in agricultural development, espe- 
cially in areas under irrigation; export 
promotion; industrial restructuring and 
private investment in general; develop- 
ment of heavy industry on the eastern sea- 
board, and development and conservation 
of energy. 

Unlike past official overseas missions 
which were usually dominated by govern- 
ment officials, Prem’s mission to the Unit- 
ed States last October and his recent trip 
to Western Europe were made with a full 
contingent of business, industrial and fi- 
nancial leaders nominated by the three 
private-sector institutions. Their presence 
was intended to boost Thai exports and in- 
itiate talks which could lead to foreign in- 
vestment here. 





Assurance from the top 


The prime minister steps in to quell private-sector fears 
that another baht devaluation is on the cards 


Bangkok: Prime Minister Prem Tin- 
sulanond used his meeting with leaders 
from Thailand's private banking, busi- 
ness and industrial sectors on June 10 to 
issue a firm denial that his government 
will devalue the baht. Since previous de- 
nials along these lines from the Finance 
Ministry and the Bank of Thailand 
(BoT) — the central bank — were of lit- 
tle avail, Prem apparently felt it neces- 
sary to personally quell the private sec- 
tor'$ fears. And those fears are real. 
Following the 8.7% devaluation last 
July which put the new exchange rate 


at Baht 23 to US$1, there have been 


persistent rumours that the Thai unit 
may be devalued again. Speculation 
was particularly rife when a swap ar- 
rangement imposed by the BoT guaran- 
teeing the exchange rate against the US 
dallar ended in March. It resurfaced 
early in June on reports that at least one 
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major local bank had heavily bought dol- 
lars from the central bank's foreign-ex- 
change trading arm, while several. other 
large banks had advised clients to 
quickly square their dollar-denominated 
import bills. (The devaluation rumours 
in connection with dollar purchases were 
later proven groundless as the bank 
needed the dollars to finance regular let- 
ters of credit by the Petroleum Authority 
of Thailand for crude oil purchases from 
Saudi Arabia.) 

Government monetary planners and 
most private bankers have been confi- 
dent for some time that there was no 
need for another devaluation. But un- 
certainty, especially in the corporate sec- 
tor, has lingered on. Business was hurt 
badly through foreign-exchange losses 
arising from the last devaluation. 

Local businessmen's and corporate 
planners' fears are rooted in the absence 


term so that authorities can adopt appro- 
priate policies. “The businessmen are in a 
far better position than the government to 
know which direction the market is head- 
ing and for this, their advice can be of 
great value for the government to take the 
right course of action," commented a 
senior planner at NESDB. It is hoped that 
the private sector will eventually take on a 
leading role in longer-term national 
economic development planning. 

The government's success so far has 
been on a limited scale. As Snoh told a re- 
cent seminar: the ice has just broken and 
much more remains to be done. The next, 
crucial step is to change the attitudes of 
the bureaucracy as a whole — the success 
of which remains in question. 


of effective machinery to guarantee 
against foreign-exchange risk. Although 
the baht was unpegged from the US dol- 
lar several years ago (and is now theore- 
tically tied to:a basket of foreign curren- 
cies); the value of the Thai unit is still 
closely linked with the American cur- 
rency which represents the largest single 
component in the currency basket. The 
traditional stability of the US dollar has 
minimised the need to develop a forward 
foreign-exchange market in Thailand — 
the market is still inan infant stage — but 
bankers note that it will develop more 
rapidly in the wake of recent sharp fluc- 
tuations in the world currency market. 
All existing economic indicators ap- 
pear to back up Prem's statement. 
These include improved trade deficit 
and current-account deficit positions as a 
result.of substantial reduction of imports 
in absolute terms (REVIEW, June 4), 
stronger international reserves owing to 
steady private capital inflows and more 
government borrowings plus indications 
that overseas interest rates, which 
primarily dictate capital inflows into 
Thailand, will average below last year's 
heights. | — PAISAL SRICHARATCHANYA 
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quent travellers, the Far Eastern Economic 
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that have routes in Asia use the Far Eastern 
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Documentation has always 
been an important part of doing 
business. These days, however, 
more and more organizations rely 
on photographic documentation. 

After all, it clarifies and 
identifies. Substantiates and 
elucidates. Making communication 
easier, faster and more precise. 

And the possibilities are 
endless. 

With Polaroid instant 
photography, documenting work 
requires little time. And little 
effort. You can make high quality, 
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` omnibus unions into nine, industr 


sponsive to workers’ needs is and to be more 


< closely tied to the central leadership of the - 





NTUC. and the ruling Pe 







will be to encourage 
1ions similar to t 





i , post-war period. 


Singapore, of course, is not alone i in 


| confronting the need for union reform. As 
the industrialised countries continue to 
wallow in recession, organised labour in 


‘the United States and in Britain, West | 


Germany and elsewhere in continental 


“ “Europe is beginning to face the need for 
restructuring. Meanwhile, there are hints | 
_ of. a fundamental shift in the "confronta- |- 


. tioi 






between management and labour. _ 











the questions only now facing Western un- | 
~~. ions and corporate boards far behind it. In 
€ their place will be a labour movement un- 


E ambiguously | bound to ip working in cooper- 


a that its: own aims can be achieved only 
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e: The National Tra es Union | ] 
(NTUC), now nearly. two a | 
des old and long the subject of scrutiny | 
concern: among labour leaders and go- | 
rnment officials, is just about to conme- 
ritical phase of its development 
part of a- 
isation” process which promises 
‘ound social and economic effects. — ~ 
uring the past few months, the NTUC. 
finished. reconstituting. its two largest. 
` y-based 
“unions which are intended to be more re- | 
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“All the NTUC's structural changes. so | esta 
| far accomplished or under consideration | wo 
reflect nothing so much as the leadership’s - 
desire to. complete this shift. But at bot- | all pe 
tom the necessary adjustments are as | ati 
much psychological as constitutional and I 
. administrative. With its own roots in the | wes ei — a 
post-war struggle against colonial rule and | cials to back offi m ea 
: the subsequent struggles fo for Power even- T 



















| ment here has grown not so much i in line { 
| with the Japanese model as with the con- 








a dual motive: to 
| voice fora large 1 
frontational approach to both politics and | (and.p i 
management that has long been familiarin | a transr 
-Britain and elsewhere. So it is hardly sur- | 
prising that labour.relations have been a | — TE 
key aspect of the government's "learn | tive as 
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' he effort to change the E ethic | 
"from confrontation to cooperation 
goes back even further and has had politi- | me 
cal.as well as economic dimensions. Eco- | bot 
| nomic stability and a highly trained work- | rience 
force have been essential to Singapore's | « gia e y 
| development strategy since the inception | 
"Of that strategy in the late 1960s. A mea- T 
“sure of the stress placed on stable labour 
relations is seen in the dramatictightening | 
of labour legislation which has made it ex- 
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concept. ) | 
„More fundamental i is s the TUN role | 
this strategy implies for the NTUC -e 
which now represents more than 95% of na 
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than 30% of those considered organisa- | national economic  goals.set fort 
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and discipline on the question of redun- 
dancy,) which; would occasionally bein- 


evitable (if temporary) as old industries | 


were phased out and new ones phased in in. 


mong the most impóitant Organisa- 
tional steps taken in the years follow- 


ing the modernisation, seminar was the 

formation of the two.omnibus unions — 

the two which have been dissolved during. 

n 2 || the past year. The Singapore Industrial | 
to gear its áctivities to 

| ori workers, their | 


Labour Organisation (Silo) and the 
Pioneer Industries Employees" “Union 
(PIEU), both founded in the early. 1970s, 
were intended specifically to strengthen 
the organisation of workers in manufac- 


tring and other key industries on which 


the republic's future economic growth 


| would depend. Rapid growth and the 


achieveme nt of effectiveness over a short 


isp snes were given very high ‘priority, 
. Founded when the NTUC's total mem- 
bership was roughly 100,000, Silo and 


PIEU grew to 66,000 and 25 D00 members 
respectively by the end of the decade. 
Apart from Silo and PIEU, the most 


} heavily unionised areas of activity are: 
community, social and personal services 


with 28 unions at end-1980 having m 000 


the near future. There will bé Mieti wage 


| bargaining. nor born-overnight spirit of 
compromise between. unions and em- 
ployers, Tan made it clear that the govern- 


ment would intervene (though he did not 


specify in what way) to prevent runaway 


wages or unrealistically low wages — 


meaning the government. will still play the 


role of final arbiter, as it has done since the 
NWC' s inception a decade ago. — 
Tan said future increases in wages 


would be based on the same considera- 


“must not i investment and. should : 
raise the productivity of workers. What 
will change, however, is that from next. 
which - 
have been looked on as more or. less man- 


year, NWC wage “guidelines,” 


datory by multinationals, will not be a 
common figure for all sectors of the econ- 


omy but will differ among industries de--|. NT 
i | pending on growth and worker produc- 


tivity in each. The major change, there- 


fore, will be in the emphasis and direction | 
1 E the government's role. — 


_ The authorities “ill in. futur 
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Higher technology: flexibility needed 


unions in the years immediately before 
and after self-rule in 1959. 

The eventual restructuring of Silo and 
PIEU was clearly under consideration for 
some time. Although opposition to the 
move appears to have been significant, 
Phey himself is said to have endorsed the 
idea in principle — “at least publicly,” as a 
source then close to him says now. How- 
ever, the widely publicised charging of 
Phey with six counts of criminal breach of 
trust and contravention of the Trade 
Union Act late in 1979 and his subsequent 
disappearance before his trial obviated 
the need for his continued support. Rum- 
ours now abound as to Phey’s where- 
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unionised labour, which together account 
for the vast majority of the labour force, 
will have to negotiate separate wage in- 
creases with their employers. 

This is a situation the government will 
want to avoid as it leads to time-wasting 
and higher production costs, particularly 
as the NWC's recommended increases will 
not apply to industries not represented in 
the NTUC. The authorities' intention is to 
make unions “responsible” bargainers 


and forge closer labour-employer rela- . 


tions in the interest of productivity. 
Tan said the government's primary role 


in the NWC had led management to abdi- 


cate its responsibility of managing, since 
employers looked to the authorities to 
conclude wage negotiations. The new 
structure of the NWC would push the bur- 
den back to employers, he implied. Simi- 
larly, labour unions had looked to the gov- 
ernment to prevent wage exploitation by 
employers and in the process failed to 
understand the relationship between wage 
increases and profits. 

That the NTUC leadership, heavily in- 
fluenced by the government, will come to 
a better appreciation of employer prob- 
lems through the new NWC seems in lit- 
tle doubt. But how its rank and file, less 
malleable by the authorities, perceive the 
future style of wage negotiations depends 
on how large the increments are and how 
heavy-handed the government appears to 
be. Any impression that the government is 
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- abouts, the most fre- 
quent being that he is 
living in either Thai- 
land or Taiwan. His is a 
case that may never be 
entirely closed. 


Ao the Phey 
affair does not ap- 


pear to have directly 
precipitated the reor- 
ganisation of the two 
large unions under his 
control, it is widely be- 
lieved to hàve added a 
sense of urgency to the 


NTUC's considera- 
tions. In February 
1980, the executive 


councils of the two 
unions voted in favour 
of dissolution; a month 
later a seven-member 
task force, headed by secretary-general 
Lim and including several other PAP 
members of the NTUC leadership, began 


to study the restructuring options. In July 


last year the first three of the industry- 
based unions were formed. Five more 
were subsequently created and the ninth, 
covering building, construction and 
timber industry employees, was formed 
three months ago. Their total membership 
now is 79,000 and they range in size from 
3,500 (chemical industry workers) to 
30,000 (electronic and electrical workers). 
The nine are: United Workers of Electri- 
cal, Electronic and Electrical Industries; 
Textile Industries Workers Union; Metal 


playing as significant a role in determining 
increases in the future as at present will 
not bring the trade union movement any 
closer to a feeling of partnership with em- 
ployers. The government’s success in at- 
tracting labour into the NTUC depends on 
how much non-unionised and non-NTUC 
labour is left out of the process of wage de- 
termination. The more industriés are 
brought under NTUC, the more the body 
will set the trend for wage increases across 
the economy and the less power autonom- 
ous unions or non-unionised labour will 
have, thereby making NTUC membership 
an attractive proposition. 


he government feels this is an op- 

portune year to revamp the NWC. It 
has revised the official growth rate projec- 
tion downwards from 8% to 6% (though 
this has yet to be formally announced) and 
seems to feel that little can be done to 
stimulate investment, boost profits and 
lower the cost of exports, which have 
been declining significantly in the past 
year. Raising productivity is thus viewed 
as the only option to sustain growth. 
Improvement of management-labour re- 
lations is considered essential to higher 
productivity, but irrespective of this, 
a slower growth rate giving rise to higher 
unemployment and the diminished role of 
growth as a criterion for judging wage 
increases places greater emphasis on 
productivity as a yardstick for deter- 


Industries Workers Union; Shipbuilding 
and Marine Engineering Employees Un- 
ion; Chemical Industries Employees Un- 
ion; National Transport Workers Union; 
Food and Beverage Industries Workers 
Union; Singapore Industrial and Services 
Employees Union, and Building, Con- 
struction and Timber Industries Em- 
ployees Union. 

Apart from the new organisational 
structure introduced by the nine unions, 
probably the most significant aspects of 
them are their constitutions and the ties to 
the NTUC which these provide for. Each 
of the nine executive councils is monitored 
by a 24-member advisory council, normal- 
ly made up of at least one MP, cadre (high- 
ly loyal) union members and “founder 
members,” many of whom are either in 
the PAP or have close ties to it. Lim, for 
instance, is said to be a founder member of 
seven of the nine new unions. Although 
the advisory councils have a watchdog 
function and have no executive power, 
they have-the power to suspend the execu- 
tive councils for up to six months and to 
order elections of new council members 
after that time. 

The advisory councils and the leader- 
ship of the new unions — half of which 
have executive secretaries with no rank- 
and-file experience — appear to be cléar 
indications of the NTUC's intention to 
continue  subordinating rank-and-file 
union officials to leadership from above. In- 
deed, this practice has been broadened 
significantly over the past two years, and 
the NTUC is understood now to be encou- 
raging other affiliates to amend their con- 


mining wage increments in Singapore. 

In hi& announcement on the revamp, 
Tan implied that the current easing of the 
labour market (presumably meaning a sig- 
nificant degree of unemployment which at 
the end of December stood at 3.9%: com- 
pared with 2.9% at the end of last June) 
provides a good occasion to begin the ex- 
periment in collective bargaining. But this 
implied assumption of reduced wage pres- 
sures is questionable. 

Despite the recession and the industrial 
restructuring programme intended to dis- 
gorge non-productive labour, some em- 
ployers say they foresee no significant in- 
crease in unemployment because firms are 
hoarding workers in anticipation of a short- 
age caused by the government's plan to 
phase out foreign labour — officially num- 
bered at about 150,000 or about 1096 of 
the total workforce but probably higher. If 
their forecast proves correct, low product- 
ivity will continue and workers will expect 
more by way of wage increases than the 
government presently may anticipate. 

Tan himself is aware of possible obsta- 
cles in the implementation of the new- 
style NWC over the next 12 months. At a 
special pre-announcement briefing for 
local journalists, he said a strictly two-way 
council would evolve over time, but this 


‘was not mentioned in the speech. Sources 
said Tan feels the revamped NWC, ~ 


though intended to start next year, may, 


only come about in two or three years. fg 
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| Exiraordinary profits for the year 
mounted to an additional HK$734 

million. Total profits for the year thus 
mounted to HK$2,163 million com- 


pared with HK$2,249 million in 1980. 
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Commercial Properties: 

Hong Kong 

Demand for well managed properties 
in prime locations continues to be 
strong and is supported by the 
sustained growth of business in Hong 
Kong, notably financial, energy and 
China related, as well as the expan- 
sion of companies already established 
here. While there may be a continu- 
ing over-supply of commercial space 
in secondary areas, we anticipate 
that demand for prime space will 
remain firm. : 


Residential Properties: 

Hong Kong | 
Following a softening of the market 
for luxury accommodation in the 
latter half of 1981, we expect rentals 
to stabilize for the remainder of 1982. 


Dairy Farm 

The growth of Dairy Farm, our food 
trading and distribution subsidiary, 
continues with turnover for 1981 
reaching HK$4,470 million, up 28% 
over 1980, and profits at HK$125 
million, an increase of 27%. The 
main area of expansion continues to 


be in retailing with particular emphasis 


on opening further supermarkets. 


Mandarin International Hotels 
1981 was a year of further expansion 
for Mandarin International Hatels 
with record profits of HK$87 million, 

. an increase of 40% over 1980, and 
further progress in our development 
programme. In December we an- 
nounced our plans to participate in 
the development and management of 
our first hotel venture in North 
America, The Vancouver Mandarin. 


Overseas | 
While some 90% of our assets and 
earnings are Hong Kong related and 
the Board does not plan to change 
this pattern significantly, our recent 
Hong Kong growth has enabled us to 
embark upon further complementary 
activity overseas. We are focussing 
our plans outside Hong Kong on 
three principal areas: Australia, 
Singapore and North America. 


Y WE TET re d i D ES esi t 


Accounting Policies 

We are for the first time reporting our 
Group's interest in significant 
associates on an equity accounting 
basis. Accordingly, our Group profits 
have included the profit attributable 
to Hongkong Land from associated 
companies, rather than on the basis . 
of dividends actually received. The 
results for 1980 have been re-stated 
on a comparable basis. 


Confidence in the Future 

1981 was a year of worldwide 
uncertainty, in which Hong Kong 
achieved a growth rate in gross 
domestic product of 10% in real 
terms. Relations with the People's 
Republic of China on which much of 
Hong Kong's commercial success 
depends have remained excellent. 
The continued establishment of 
successful joint ventures between 
China and Hong Kong interests, the 
development of major new towns in 
the New Territories and the creation 


. of Special Economic Zones adjacent 


to the New Territories, have served 
to strengthen confidence in the 
future of Hong Kong. 


Prospects for 1982 

The Group's main emphasis will 
continue to be on its core business of 
top class commercial developments 
in prime locations in Hong Kong. At 
the Same time, the Group is well 
placed to take advantage of property 
trading opportunities. These, together 
with more than 60 projects in hand, 
should enable steady growth to take 
place well into the 1980's, . 
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In 1982, there will be a significant 
increase in rental income particularly 
from our commercial properties in 
Hong Kong. The opportunities for 
profitable property trading in Hong 
Kong are less certain, however 
prospects for our Dairy Farm and our 
Mandarin International Hotels 
subsidiaries are encouraging and we 
anticipate a further increase in the 
Group's net operating profit. 


D.K. Newbigging, Chairman 


: Hong Kong, 7th April 1982 


For a copy of the 1981 Annual Report, 
please write to: 
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the taxi iud publi ic | ane systems were | 
in disarray, has ‘provided taxis through — 
ownership schemes and thus wiped out a 
| black market for licences. Roughly 6,500 
of the 10,000 taxis in Singapore now are in 
the Comfort fleet, and government policy 
in recent years has been to issue as many 
new taxi licences as thought appropriate 
for the bee pp to Son ina DINK. 











The NTUC's other main bl isin 
supermarkets, operating 33 Welcome: and | 
Silo markets that last year grossed $$200 | 
million together and showed combined - 
| pre-tax profits of $$2.6 million. Founded . 


















tended to counter food shortages, infla- 
tion and profiteering by private entre- 
preneurs. By stabilising prices in key con- 
sumer items the union acknowledges its 
action has also benefited employers by 
| dampening inflationary wage impulses. 
















founded in the mid-1970s was wound up 


tranches. A travel: cooperative. is also re- | 
ported to be suffering. 

. What will probably stand as a monu- | 
ment to the role the NTUC plays in Singa- 
pore — a twin-towered (18 and 21 storeys) 
office and recreational block started a few 
| months ago — is to be completed.in 1985 
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7 government’ officials say, 
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by SL Properties, a subsidiary of the $in- - am 





some dating. to the post-war period — -m E 
most formed over the past several years 
have covered workers in statutory bodies 


and other government agencies such as 


the utilities and housing boards and the 
Urban Redevelopment Authority. These 
appear to be test cases and the principle 
will be extended to individua companies. 
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months ago the republic's oldest union 
held what may have been the least turbu- 
lent election in its history — and has thus 
been hailed as a model for other unions to 
follow. | ps 
Even in its earliest years the Port | 
ers Union was able to play a leading role in 
the anti-colonial movement because of its 
proximity to what was then, even more 
than now, the island's economic lifeline — 
its port. Brief, early strikes were success- 
ful not only in paralysing up to two-thirds 
of the port's activities but in attracting new 
members to what was visibly an effective 
organisation. In the late 1940s there were 
five unrelated unions representing various 
categories of port workers. By the 1950s 
effective central leadership had emerged 
and the majority of the port's 10,000 
workers merged into a unified body. 
Following Britain's granting of self-rule 
in 1959, the union remained equally em- 
broiled in the political disputes surround- 
ing the 1961 split of the People's Action 
Party and formation of the Barisan 
Socialis by opposition elements. With the 
arrest of many Barisan officials in 1963, 


Decline and fall of - 


the union man 


Singapore: Three years ago, during what 
has since proved to have been the high 
point of union membership in Singapore, 
the National Trades Union Congress 
(NTUC) set as a target the organisation of 
50-60% of the republic's organisable 
workforce by the end of this decade. At 
the time there were 250,000 unionised 
workers — a quarter of the total work- 
force and nearly 35% of those considered 
organisable. With a few thousand excep- 
tions, all of those organised came andit 
the NTUC umbrella. | 
Since then membership has dropped 
significantly. By January, total member- 
ship had fallen to 210,000 — just over 20% 
_ of the total workforce and 28:6% of those 
considered organisable. Officials no 
longer commit themselves to forecasts. 
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the Port Workers Union lost much of its 
own leadership: Mismanagement and fi- 


time the NTUC attempted to supervise a 
reorganisation in 1970, membership had 
fallen to a paltry 400. : 

A more effective reorganisation effort 
began in 1972 with the arrival ofan NTUC 
industrial affairs Officer with considerable 
rank-and-file experience. Membership 
grew significantly, reaching more than 
3,000 by the end of that year. What 


emerged over time was a dramatically re- 


structured and re-energised union that 
had effectively made the leap from adver- 
sary to equal partner in its relationship 
with management. Membership eventual- 
ly reached 7,400:by the mid-1970s; it now 
stands at 5,900. 

The key elements of the reshaping of 
the Port Workers Union, however, ap- 
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Any discussion of declining. member- 
ship is likely to include a number of ex- 
planations. In the: very short term, offi- 
cials expect the trend to be reversed once 
the recession is over and the current 
movement upwards in the unemployment 
rate subsides. Continued job-hoppirig, 
which requires resignatión from a union 
but not reinstatement at the new place of 
employment, is also blamed. So is the fact 
that transferring from one company to 
another often implies. transferring be- 
tween unions too. Most analysts agree 
that the fall in absolute numbers is likely 
to be temporary, but many are doubtful 
that the decline in percentage terms can be 
reversed quite as easily. 

Of greater concern to NTUC leaders 
are the more fundamental causes. Wage 
negotiations held; under government 

supervision for the past decade have de- 
 prived organised labour of one of its most 
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of using non-union professionals in union. 


posed for the first time in 
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Contact with the rank and file, for in- —— 
stance, is widely credited with much ofthe 
success Organisers enjoyed: in reviving, jr 
membership. So was the holdingofturbu- — 
lent but democratic elections within the — 
union throughout the 1970s. The issues 
were nowhere near as contentious as they 
had been in earlier decades. but the fac- 

been deep. .— 
The union’s future now appears to be 


more closely bound 'to the NTUC's policy « 
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leadership. What effect this will have in — 
the long term is not clear. Earlier this — 
year, however, the union elected 21 dele- — 
gates on a slate that was entirely unop- _ 

|theunion'shis- — . 
tory. The delegates are said to representa — 
generally acceptable compromise among 
a field of 127 nominees, though there ap- _ 


pears to have been some involvement on 


the part of the NTUC in encouraging _ 

those who eventually stood for election to — 

do so. The NTUC'5 president, Peter uc 

cent, acted as a special adviser during the — | 

election period. —PATRICKSMITH 
Bo 77 
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important traditional functions. Close to — 
94% of companies surveyed by the NTUC - 
accept wage guidelines advanced by the — 
National Wages Council. These also — WM" 
apply to workers who are not unionised. — Es 
Combined with virtually full employment, de 
there is still less motivation to jon a | 
union. | tl. VINE 

Declining interest > among younger  — 
workers — and as older workers retire, a — 
reduced tendency to identify as rank-and- — 
file unionists — is also having an impact. — 
As a measure of this, a government offi- — 
cial points out that in unionised plants — . 
membership averages only 70% — 
suggesting some 30% of the workforce re- x 
mains unorganised even when member- ox 
ship is readily available. ` dos ad 

An increased recruitment effort is the. EG 
most obvious way to counter the underly- — — 
ing causes of membership decline. To help 
build membership, the NTUC is also — 
counting on programmes to help impart 
skills projected to be sought after in com- — 
ing years. “When the educational pro- — - 
grammes take root," says one NTU  - 
Strategist, "a revival in membership will — 


Ex 
also take root." — PATRICK SMITH P zal 
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Buying yen with US dollars: nervous market. 


Yen in free fall 


Tokyo may need to staunch capital outflows as the 
currency crashes yet another barrier 


By Hikaru Kerns 

Tokyo: Having fallen through the 
psychological ¥250 to US$1 barrier, the 
Japanese currency has continued to gyrate 
downwards. On June 21 it closed in Tokyo 
at Y257.35, a drop of about 16% this year. 
The yen exchange market has entered a 
highly volatile stage and if the Japanese 
Government wants to support the cur- 
rency, some strengthening of control over 
capital outflows may be the most palatable 
step. 

High United States interest rates re- 
main, in Tokyo’s eyes, the culprit for the 
yen’s deterioration. In the past two weeks, 
short-term money-market rates such. as 
for Eurodollar deposits and. Federal 
- Funds have risen by one to 1.5 percentage 
points, raising the spectre of a general rise 
in rates soon. This has not been followed 
by an upward adjustment of similar in- 
terest rates in Japan. 

There is general anticipation, too, that 
US domestic demand for borrowings will 
remain buoyant, or perhaps even grow 
against supply of funds. It has been noted 
here that many US corporations are still 
troubled by illiquidity and that in the third 
quarter of this year the US Treasury must 
go to the bond market for about US$45 
billion to meet spending requirements — 
more than double the amount sought in 
the same period last year. From Tokyo's 
perspective there is, in this context, little 
indication that the US Federal Reserve 
Board will suddenly relax its hitherto 
painfully tight monetary policy. 

Concurrently, there was a rapid and 
fear-induced surge in demand for dollars 
in Japan, where oil and trading companies 
have had to cover most of their foreign 
liabilities in increasingly expensive US 
cürrency. It appears that many oil com- 
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panies in particular had been holding back 
purchasing dollars or forward positions in 
the speculative hope that the yen would 
strengthen. The climate for such a turn 
seemed plausible even as the yen slid 
steadily lower. But when the yen kept de- 
clining and approached *250 to the US 
dollar — and when headlines in the local 
press began mentioning the new resis- 
tance level at ¥260 or beyond — some of 
the companies apparently lost faith and 
plunged headlong into the market to bid 
for dollars. 

The Bank of Japan (BoJ) made a feeble 
attempt to intervene to save the yen, 
spending about US$1.7 billion this month, 
but it is generally realised that the BoJ 
alone does not have the resources to brake 
the fall. It could seek a joint intervention 
arrangement with the US. This possibility 
is discounted as a decisive solution, how- 
ever, because it is assumed that the pre- 
sent US administration would be a reluc- 
tant partner in establishing artificial levels 
of currency values for a long period. 


Co outflows from Japan, meanwhile, 
which becafne prominent early last 
year, have not been compensated for by 
any significant level of capital repatria- 
tion, mainly because the Japanese Gov- 
ernment has been unwilling to raise local 
interest rates. In the past two weeks the 
government has made no attempt to ad- 
just for overseas rate movements — in- 
deed, the call-money rate actually de- 
clined slightly, though other short-term 
rates firmed a fraction. There are not even 
rumours of a change in the discount rate. 
It is estimated in monetary circles that Ja- 
panese interest rates would have to be 
raised a minimum of two points to have 








any vigorous pull on the capital market. In 


- addition, there would have to be optimism 


about the future of the yen so as to dam- 
pen fears of exchange losses. 

The government is not enthusiastic 
about raising interest rates. This would 
push further away its goal of reflating the 
domestic economy and would hit its al- 
ready difficult borrowing position. In par- 
ticular higher interest rates would hurt 
small businesses, which have borne the 
brunt of the current difficulties. More- 
over, the government is now expecting à 
budgetary revenue shortfall of €3 trillion, 
a significant part of which must be bor- 
rowed. There is already criticism from 
Prime Minister Zenko Suzuki's opponents 
in the Liberal Democratic Party that the 
cabinet has been inept in handling the 
budget, and a higher debt burden at 
higher interest rates would only add fuel 
to the flames. 

Most recently, the question of capital 
outflows has been addressed by adminis- 
trative guidance directed at securities 
firms, life insurance companies and other 
financial institutions. But this has not ar- 
rested the general trend which still pro- 
duces net outflows. The government may 
invoke emergency powers under amend- 
ments to the 1980 foreign-currency ex- 
change law. It may suspend further issues 
of Samurai bonds or yen-denominated 
offshore loans. On the face of it, such a 
move should do the least damage to the 
Japanese economy — and the Suzuki 
cabinet. The only major hazard is possible 
criticism from the West that the Japanese 
capital market is again exceptionally re- 
stricted. 

But such criticism will probably prove 
unconvincing when the restrictions are im- 
plemented in the name of strengthening 
the yen. To lower the competitiveness of 
Japanese exports, the Western European 
states and to a lesser degree the US have 
strenuously sought a stronger yen. The de- 
cline of the yen, however, has not been 
prominent in the tide of declines in the 
value of other currencies against the US 
dollar. Especially noteworthy has been 
the recent cross-market relationship be- 
tween the yen and the Deutschemark, 
both of which sank at about the same 
pace. As long as the yen does not stand 
alone in its weakness, the Japanese Gov- 
ernment can avoid taking any drastic mea- 
sures just to avoid criticism. Further, it 
should be able to get away with restric- 
tions on capital outflows no harsher than 
those elsewhere. 

The psychological attraction of holding 
American currency in times of uncertainty 
remains an important factor in exchange 
rates. The Japanese economy has been 
disturbed not so much by fundamentals 
such as export competitiveness or 
technological innovations as by protec- 
tionism and instability in the world econ- 
omy. This has lowered confidence in 
Japan’s exporting ability and, hence, in 
the yen. A foreign-exchange analyst at 
Chemical Bank, Mark Borsuk, points out: 
“Once we got past the ¥250 to the US dol- 
lar barrier, we entered never-never land. 
The market is extremely nervous.” 
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For instance, 
banks need it all over town. 


People are demanding more and better service from their 
banks. And they are getting it, around the clock all over 
town. They can deposit, withdraw or borrow money, or 
transfer it between accounts where they work, shop or go 
to school. Soon the service will follow them wherever they 
travel across the country and around the world. Through 
NCR Self-service Bank Terminals. 


The terminals deliver the service. Behind it, NCR provides 
switching systems that direct large volumes of transactions to 
the right banks and back to the right terminals. And beyond that, 
other NCR systems keep the banks running by processing trans- 
actions and sending current information wherever it is needed. 


As these systems expand and grow into a national Electronic 
Funds Transfer System, people will be harnessing NCR’s 
transaction processing power everyday, wherever they please. 


You, too, can use the same NCR power to solve problems in your 
business. NCR offers the same hardware and specialised software 
for many industries and the broadest 

selection of terminals that capture _ 

information a ns occur. - 


computer power 
where you need 


with NCR Computer Power 
in your hands, too. 
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KLM is doubling the size of the mosi 
You can rely on KLN 


Now KLM Cargo opens the doors to the most modern 
cargo facility in the world. 

Here at Amsterdam's International Airport Schiphol, 
KLM Cargo has added a new building for transit and export 
cargo. Our new capacity is 50,000 square meters. 


Automated, with the human touch 


KLM’s new Cargo Center offers you the careful, per- 
sonal attention of KLM Cargo experts aided by automation. 
We can handle up to 1,100 pallets and containers with our 
huge storage system, the world's largest. Within minutes, we 


can locate your shipment, remove it from storage, and cart 
it along to the loading area—all automaucally. 

There are 40 separate palletization stations, for builc 
ups and breakdowns. And KLM Cargo experts contir 
uously monitor the system, checking special cargo such 4 
perishables, restricted articles and sensitive equipment. 


Faster transfers by truck or plane 


KLM has designed the new Cargo Center for fa: 
transfers from plane to plane, or from truck to plane. The: 
are eight separate loading bays. 





fficient Cargo Center in Europe 
yr even better service 


Your shipment can actually be unloaded, palletized and 
1 reloaded — 3076 faster. It may be your fastest and most 
ent way to serve intercontinental markets and markets 
'ughout Europe. 


Make Amsterdam your distribution center 


Amsterdam is in the heart of the world's largest market. 
hin a 300-mile radius, there are over 160 million people. 

No wonder so many international companies have 
ady made Holland their distribution center. They have 
and easy access to KLM's worldwide network of 120 


cities in 73 countries. And now they have the world's most 
modern Cargo Center at their service. 


Call for more information 


KLM is committed to cargo, and to serving the cargo cus- 
tomer. Our new Cargo Center is waiting to handle 
your shipment—faster and more efficiently BEBE 
than ever before. 


i ares 
We're open for your business. KL Pt 


Call your Cargo Agent or KLM for 


more information. CARGO 








China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 18 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia’s most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


RO701CTR4M 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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E uL eoa na sh ax Pado N SUUM o t) rss 


Annual subscription rates: 
HK$1,175 M/S$420 US$200 £105 A$175 


Sent airmail anywhere in the world. 





The word is getting around that Tokai 
Bank is the place to go for expert international 
financial assistance. And it's as much a matter 
of attitude as it is of knowhow. 


Tokai is the 29th largest bank in the world, 


so they're big enough to know what they're 
talking about. But they're also small enough to 
talk straight. Consequently all kinds of people 
involved in international business are getting 


STO! 


E "According to a listing of the world's 100 largest banks in Institutional Investor, July 1981. 





answers from Tokai — answers that make 
sound financial sense. 

The broad Tokai network spans five 
continents. And at offices around the world 
Tokai is proving that they're not only an 
informed and competent financial management 
service, but a concerned international business 
partner as well. 

Tokai Bank. Taking charge. 


BANK 








Head Office: 21:94, Nishiki d-chome, Naka-ku, Nagoya. Tel: 052-211-1111 Headquarters: £1, Otemachi 2- chome, Chiyoda-ku, Tokyo. Toi :O3-242-21 11 Oversea i Network: (Branches & Agencies. j? 
New York, Los Angeles, Chicago, London, Frankfurt, Singapore: (Representative Offices! Toronto, Houston, Mexico Ci ty, 5&0 Paulo. Paris, Tehran, Bangkok 


a Lumpur, Mania, Jakarta, Seoul — — 
Sydney: (Su iosidiaries? Tokai Bank of California, Tokat Bank Nederland NV, Tokai Asia Limited: (Affiliates & « Associates) London, Bangkok, Hon Kong 30 909 eo 
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We can do anything with hardboard. Post-form, cut, shape it. 
Drill, slot, punch it. Bend, rout, laminate it. Print it. Paint if. 

And do it fast - to finer tolerances than anyone else. We have 
hardboard mills and processing factories all over Australia. 

We have the experts to work out solutions and the equipment 
to produce them. 

Why not talk to us first? We could save you time and money. 





DIVISION OF 


HARDBOARDS 
AUSTRALIA LIMITED 


AUSTRALIAN HARDBOARD EXPORT COMPANY 
18 Alfred Street, Milsons Point, New South Wales 2061, Australia. 
Box 161 PO, Milsons Point, New South Wales 2061, Australia. Phone: (02) 929 4244. Telex AA24332 “Boards”. ISD: 612 929 4244. 
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| land of Asia in the sense that its financial 
































Tios al as one 5 lócal c company success hinges upon banking secrecy. 
< | chairn hcé termed it — in other 


n ‘Hongkong’ s stockmarket would re- 
ibtle acceptance of what is and |~main volatile even if disclosure of corpo- 
Xt done in the territory — may. 


Wir | nay | rate interests and reshufflings took away 
P be essential: ‘to success in business or $o- 


| cial life, but it is hardly something which | 
z should be permitted to compromise mat- E 
ers idi interest, let alone; pou 



















ONCE REEL TTE EE er WEN MES CNN ts 


E Sais back into the débute: over he 
| disclosure of corporate ‘shareholdings 
^ and share dealings in Hongkong. Strenu- 
^ ous efforts are being made to convince 
| the new Commissioner for Securities, 
, | Robert Fell, that the principles of disclo- 
“sure he is fresh from in London (where 
- he was until recently chief executive of 
the Stock Exchange) are neither desira- 
ble nor relevant in Hongkong. Some of 
a is are old, some new and. 


: serves” - ——it would be such a Fes pros- 
perity astobe not worth having. Andit is 
“a fair bet that China has a much greater 
awareness of who controls what in 
; Hongkong than is disclosed to the public. 


< panies are largely controlled by their di- 









“look beyond that. Shareholders know 
-the name of the game from the start. But 






are |. even. if the. etort that any- equity 
a matter how small; is a - 
partner entitled to know what his other | st 
| against aisde in Ho 
Britain, where there na 
 family-controlled companies do not con- | 


areholder, : 










now is that Fell still p possesses a teform- 

| ingzealuntainted by an awareness of the | partners are doing is laughed out of court 
nuances of Hongkong life. In the enditis |-in Hongkong the fact is that director- or 

Financial Secretary. John Bremridge 

|: (also still relatively new to his position). 

^F who-has to make the crucial decision on - 
disclosure, but he will be influenced crit- 

| ically by Fell's views. 

^- Fell has quite rightly been canvassing = 

pal shades of büsineas „opinion on the | 





trol the commanding heights of the econ- 
»omy. Much bigger companies do and, as 
3 the securities commissioner | edi up 








o the poi igge itis | the prir mot. really | be trans- 
| in the public interest. Hongkong i is the . lated into vithout « 

“Asian Switzerland" where monies flow | of susceptibili ies. Exco’s resolve that 
|. freely in and oüt'creating prosperity for | there should be disclosure more or less 
| ` (nearly) all; so why spoil that by jeopar- | along the lines in Britain has, perhaps as 

. dising the interests of secrecy? Specula- | a result, not yet seen the light of day. A 
| tion over who is manipulating what cor- 

‘porate interests Behind the scenes makes 
foranactive and exciting stockmarket — 
| so why spoil that? It might shatter public 
confidence. if it became known t not so] 













would provide for the disclosure of 
shareholding interests above the level of 
71076 (which is in fact twice as high as the 
British eeu ren this seems likely t to 





(ata | pu lic disclosur (od the local diode: ex- 
ert he i changes and company fegistrafs) is not 





favoured, at least it should be made on a | 


1 | confidential basis to'the Securities Com- 
e | mission — a similar arrangement to that 
| > | applying with certain banking statistics. 
Tf there is public disclosure, it may be 
restricted initially to a statement of di- 
rectors’ shareholdings in company an- 
nual reports. Disclosure of major 
shareholdings above 10% (let alone of 
ey “concert EL as is now the c case in 
Britain in thes - ient E 


the a as most sie 

companies : are more than 60% control- 

led by their directors anyway, what is the 
ISS about? : 





aids) may bol to wait. Í Alterantively, 


give everyone a chance to reshuffle thoir | 
| gaa alae interests i in advan o o6 E 


'some of tlie speculative mystery. Its nar- | 
tow iN sagt iN base Anco in- | 


: oomen hard oni ther ar 
dE em, pm gris 


| evidence beoe. a Liban] 
That leaves the argument that com- - 


‘rectors and that it is not necessary to | 


degen | 
R EVI EW 


| mechanics - — aera sürveillánce 


[a0 appe Tav 

| with : a .Jecáb company — 
| where the shares were listed 
a | notice and the share price 
| well beyond the level at which its m. 
| Shareholder had offered to buy all 
shares from the public. A general 
| at the higher price post-listing 
bill has, however, been drafted, which | 


















{tothe office of the commissioner -— 
if | Sor This woukd help 


dialogue going too with the c 
| the amalgamated stock exc 


` tion where necessary. It would be a pity 


financial centre, even with the veils 






all that may happen is declaration of an _ 
intention to force disclosure at some fu- _ 
ture date — a sort of “vesting” dáy to © 
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must be pot —€— before H ngk 
























the only equitable solution. |] 

Fell also appears to have secured the 
cooperation of the local merchant bank. 
ing fraternity, to the point where one of 
them has even offered to second a man 








ingful possis fon: Fel : 


years. In: getting his way: in these areas she 
has been prepared to accept confronta- ^ 


if the forces of reaction now forced him 
to compromise over disclosure. ‘Londo 
after all, is still a great interna’ 





The Hongkong Governm: 











Hongkong: The current. property market 
«slump has provided t the government with a 
douper- tor opportunity to extricate itself 




































ds. GERE A to 2. Sq. ft of peeing 


an ft of t iculiaral land. or4 mil: 
sq. ft.of building land. 
he change in policy has two direct ef- 


sitions will henceforth. require. a 
er cash. outlay) and on the secondary 
ket in Letters B. Villagers will. no 
wer have transferable promissory notes 
sell to developers. The problem facing 
lopers who now hold 90% of the out- 
Letters B (or 36-million sq. ft of 


. Some HK$10 billion (US$1.7. bil- 
is. said to be tied up in outstanding 


he government has already indicated 
unlikely that the handful of medium- 
d developers involved will be able to 
in their Letters B, for the simple 
n that it.wifl be. impossible to set a 
Ed ceptable to-both sides for. the 

sory. notes, which date back to the 





T econdary . market. in Letters B 
ose out of property developers' hopes of 
sing enough to exchange for large 





‘villagers could not afford to redeem the 
: Letters B for. p to build flats, offices or 









T yk cand pei dig atellite towns sor 
hi undreds of thousands. T 





land is promised to villagers moved for redevelopment 


2. the’ debt invo case in the New. | 


n d end (pe s. sq. f of desi 


~~ on government expenditure (land. 


iltural land futures) is more.compli-. | 


the new towns. All parties involved E 


x hane E. knew ean the start that the 7 


| consumer countries with producer solidar- | 


| to do so. 





a systemi wherein new 










| dary trading i in Letters 1 
| stopped and villagers.have-opted for cash 
in full exchange for their land. "Nobody 
wanted to buy 1981 Letters B, even at the 
sertive and influential rural consultative | official MeL A es rate. then . of 
council called the Heung, Yee Kuk. The | HK$103 a.sq. ft," a government. official 
"kuk's dealings with the government are | said. During the b ) 
predicated on the Convention of Peking | issued Letters B 
which leased the New Territories to Bri- | HK$600, more than ey 
tain for 99 years until 1997, and in particu- | cial rate. Last April, the o 
lar the clause which states that "there will sation rate was reduced 
be no expropriation or expulsionof the in- } 
habitants (of. the New Territories) and 
that if land is: required for public offices, 
fortifications, or the like official purposes, 
it shall be bought at a fair price." In 1977, 
the kuk sent a lengthy statement, which 
included legal advice showing why the 
controversial clause should be interpreted 
in the villagers' favour, to the British 
foreign secretary, setting out its litany of. 
complaints against the colonial adminis- 
| tration's alleged neglect and SR 
| of the natives. 
As a result of the. kuk’ s petition to 
Whitehall, the Letters B system was 


The villagers are represented by the as- 































































yo n the E 
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: promissory 
speculative vz 







housing . or the go 
low-cost home ownership.sc 


amended in 1978, allowing the villagers to 
swap their fields and ponds half for cash 
and half for the promissory notes. The 
notes were transferable, 


tory uH office space. in. the e new. towns, 


and a six- fuere will be few takers, for th the industrial 
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| ane puts together ; a tin producit group of s 
| but the move looks like a negotiating tac tic S 


By Frieda k Koh 


Kuala Lumpur: Malaysia’ s efforts since 

| late last year to form a tin producers’ pact 
have apparently paid- -off with an an- 
nouncement this week that this country 
plus Indonesia and Thailand. have agreed | 
to form a tin producers' association to 
complement.and supplement the sixth In- 
ternational Tin Agreement (ITA). The 
| move followed a weekend meeting here, 
attended by Malaysian Primary . Industries 
Minister Datuk Paul Leong, Indonesian | 
Minister for Energy and Mines Subroto | 
and Thai Industry. Minister Chatichai | 
. Choonhavan. - ers must sign. an 
The announcement. dedu a 1 signifi- it to come into f. 
. cant development. from.the earlier posi- |. Alarm 

tion that the three countries would form a | .pr du 

tin association if the sixth ITA did.not |. dra 

come into force, and was probably a last- 
minute. tactic by Malaysia to impress tin 


tion i in the sixth TTA 


A. ‘The. meeting was to 
i decide chia B. d 


| pies, to the sixth 


. except. Bolivia and: 51 zu e consumer 

members == -whnted: to apply the. agree- 
ment among themselves i in view of the i ina- 
bility t to effect. e agreement owing to o 
shortage of co | 


















ity to persuade consumer members of the | 
International Tin Council (ITC) which : 
| had not signed and | satifieg, the, sixth 















: if market to new v Letters B, is brought a 
c for a policy change? Said one offi- 









ing m which panes amended 
the Letters : policy found the RICS pro- 
considerable superficial 





ernment has now come e round te to ae RICS 


the tendered | Poum fixed on the "s 


ay Sbaervers. = 


represents a significant portion— 9.1% — 
_of consumer participation. The Soviets 
vhave-so far given.no indication whether 
: they will signat the las m 





Phe simultaneous aatouncenieat in Ja- 


karta, Bangkok and Kuala Lumpur of | 


: the outcome of the meeting said the three 


‘countries had “agreed to apply the sixth | 
ITA and to form an association of tin pro- 


















The splen burden of joining a pr 































he c in case the market un up l 


ed, T against E | 


Sina S which t the IND | 
- programme could be atleast self-financing 
from the sale of [formed] land.” The gov- - 


ment a Letters B system, the de- | 
veloper would only have to pay the lease | 


E tion ee Todd 


| to maintain theexi 
| the fifth ITA, whi 
. more than 30,000 tonnes under recent re- 
i [| lentless pressure 'to. buy to support the 
| floor price of M$29.15 (US$12.40) a kg. 
E . There are hidden costs in production cuts | 
€ | and export controls which are especially 
' countries, only the Soviet Union | 





1 ducers' pact in addition to being mem rs : | | US$4 
of the ITA is widely thought to be the . 
jor iue: for the "EU ie reluctance of 


ters B tenders. “We have foregone sub- 
stantial revenue,” said Todd. 
The kuk’s willingness to scrap the Let- 


ters B system. does not mean an end to the | 
government’ s. difficulties over New Ter- 


ritories land. The villagers want-the right 


to challenge the government's compensa- - 


tion rates before the Lands Tribunal, 
which officials see as a “reasonable” de- 
mand. On its part, the government will 
have to smarten up its land acquisition 


| process in the New Territories. Under the 


present system, any land which falls within 
a proposed. urban layout is “frozen” until 


.the government is ready to move in, and 


this often takes years. Villagers have long 
protested against such deprivation of rea- 


sonable use and income. The government 


will also have to rethink its zoning ee 





he present patchy zoning system is re- - 
| M gularly amended, which means that a 
villager whose land was originally outside 
| the layout plan — thus resumed at a lower 
rate of compensation — may later find 
| urban boundaries changed to include his 


plot. His neighbour, whose land had not ; 
been resumed, would benefit from the re- | 


zoning whereas he would have suffered a 


| loss. "Once we agree on a basic compensa- | 
said, "we ll obviously | t 





] Hobo orevena buffer Mod orstocksto sell | | 


when the tin price is high. 

Producers had to pay millions of dollars 
ing buffer stock under 
hich has accumulated 






heavy against the backdrop of low com- 
modity prices. Malaysia, Indonesia and 


| Thailand, which together produce 65% of. 
total output, have been hit hard by falling 


export revenues. 
Apart from costs, most producers are 


reluctant to risk a consumer-producer d 
confrontation by creating a cartel-type as- - 
| sociation, The producers’ position is par- . 
ticularly precarious as the United States 
| plans to release 30,000 tonnes of tin from 
ducing countries." The other major. pro- | 
ducens, Australia and oe Tac not | 


its - General Services Administration 
(GSA) stockpile during 1981-83. More 
than 9,000 tonnes of GSA tin have been 





aad Or its ee abrogation 
| (should producers take unilateral action in 
a- p violation of the ITA) would mean the buf- 
| ferstock must be disposed of. 

E The US. has. taken | a strong stance | 





l-type action 
yould taki 


yl | ap | 
1981, the government disposed of early 8 “| they 


million sq. ftf building land through Let- | government: has indi ate 


| over the next two to three years. 
get the land. They're going to haveto rais 


-debt in the New Territories, w w 


June 18) and hand it to Letters: 


Resources, which owns 52% « 
sortium, and its Hongkon: 





soon rate of HKS71 ed fe 


will come anywhere near an Ope 
resemble the Association of Nat 


relatively dormant alongside the 
industry's equivalent of the ITA; 


| producers’ association is that a jor 
marketing arrangement would not 


sold sne Jay 1 1980 at below market | stock under the ITA depends on the 
i inclu 

ment, there are widely varying estima 

| of how large it will be, assuming the 

ITA gets off the ground at all: Leong 





| sociation in N Bangkok on June 29. 


put out 16 million sq: ft of land fo 


ever,” Todd said, “I doubt if they ca 1 
ford to develop it. Remember , they 
bound by a building covenant once 










the money for development." 
It remains to be seen whether the gov 
ernment's. proposals to mop. up j 





yet to be finalised, will arouse resi 
among other developers who ha 
out of the Letters B market. Coi 
is likely, however, over the gove 
plan to buy a 1,200-acre site in T 
from a. China-led consortium ( 












The Tinshuiwai deal will pro: 








(Trafalgar. Housing, Cheung K 
Wheelock Marden) profits of I 
lion or more if the government d 
"resume" the fishponds- whi 
the site under the new cash ex 
tem (this would cost H K$3.7 bi 










































organisation. Rather, it may more 4 


ber Producing Countries, which. 


ternational Natural Rubber Agrec 
Another problem facing the pr 


be of benefit to Thailand and Indo 
About half of Thailand's tin is said 
smuggled out of the country, w 
donesia already has direct marketin 
rangements with corisumers: 

What the tin. producers' association 
finally aim to do will depend greatl 





among signatories. The size of the buffe 


number of signatories, and at the 








the size was likely to be around 34,000 to 
nes, but this is small compa red to what the 
producers would like it to be. — 
The ministers responsible for t 
Thailand, Indonesia and Malaysi 
meet for further talks on the pro 


cross the région in 
à the period: to. June? 21, ay s UN mar- | 


mney yc atta by 
bibi s L investors 


te ma At thé finish, 
5 nene um 


a ea on Wall § Street, Metals 
nd oil stocks bore the brunt of the losses. 


lew Zealand 


rket dropped off the Hu which | 


the. index im the 660-665 range for 
increased. The 


> | time. 


Volume 


427, 70 


7,091. NE. o Kogy 


SINGAPORE I i 


Fraser's Industrial Index - 


: June 15. 
, June 16 . 
June 17 
June 18 
June 21 


change was a response to unsetiliniy over- | tr 
seas influence, a row in the cabinet over - 
économic policy and pre-budget tremors. | 


July 29 now seems likely to be budget day, 
leaving the market plenty.of time to 


up selata o just M million 
on 37 M cents « over the 


| worry. In the low 640s the index is close to |- 
| critical technical support levels. How the - 


market goesin the days ahead could there- |» 


fore be important to its behaviour i in the 
rest of 1982. | 


Kuala Lumpur. 


In a period when the formal announce- | 
ment of Malaysia's record US$1 billion. 
syndicated loan underlined the weakness 
of the economy, the stockmarket: con- P 


tinued the slide which began in early May. 
Fraser’s Industrial Index shed 43.35 points 


to close at 2,421.09, its lowest level this | 


year. Some reported short-covering - on 


June 15 and 16 brought minor rallies, but _ 


these were followed by three days of falls. 


Turnover was down 1.6 million to 16.6 


million units, with total value M$5.5 mil- 


lion (US$2. 34 million) ona at EMON 9 mil- 
1 lion. 


4,170.17 

4,182.53 | 
v 447508 | 
-a 4,121.10 

. 4015.54 


Change on week — ~ 2.94% 


ries died do downin ered tr ading andt e 


Vati away, hop 
l rates dimini: ned t 





States boss cit bank 


clo sed ‘higher with | : 
renewed interest in- 


5 ng 
iters. Mah. Boonkrong Dry- 
, Which deals in farm commod- 


ity exports, climbed in active trading in the | 
wake of reports that the company may 
. ig delayed shopping com- | 

‘Chulalongkorn pens The: -Book 
© Club Index closed 0.69 points higher at 


= pus iK 


[e 61. Average daily turnover was Baht 
9 million (US$299, 000). i 


ipee shatdowns arde "Atlas Consoli- 
dated and other major metals producers. 


illion (US$1 19,000) a day and could go 


Abs way of Marinduque, the big nickel, 


pper and.cement producer which incur- 
red a record net loss of almost P900 mil- 
lion last year. Bucking the trend, how- 
ever, was Pliilex Mining, said to be the 
only: copper-gold producer still in the 
black, thanks partly to diversification into 
banking, tyre manufacturing and other 
businesses. Oils tended higher where 
Changed. © à 

Turnover by salue reached. P33.6. mil- 
lion; volume business reached 699.9 mil- 
lion shares, including 100 million shares in 
little-known "diüssal Mining. 


Taipei 


The market broke out ve a isi slump 
after the government announced mea- 
sures to stimulate trading activity. Gov- 
ernment-owned banks can now invest in 
the market and the Finance Miny said 
under valud ‘stocks. Another measure 
raised the ceiling « on financing available to 
single. investors to — NT$800,000 
. (US$21,000). On June 16, the day after 
the measures were announced, the market 


hot up 18 pointe. die een sinis da 

increase in three years. The average 

weighted price index rose nine points over 
the period. Average volume almost dou- 
bied to, oe million. | 


The Nikkei- Dow Jones Average 
closer to the 7 ,000 level, falling : nea: 


easy as’ the yen slipped 1 

US$1. Export-oriented issues lost 

mood of uncertainty about intern; 
developments. Some constructio 
food issues held firm, however. - 


The market retreated furthe 
share price index closed at.161 
tional investors appare ly st 
The daily average volume was dov 
million shares. Electronics shar 
pecus hard hi-. 
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NMB Bank's key figures as at December 31, 1981 
(in millions of Dutck guilders - 1 USS = Dfl. 2.47). 


Balance sheet total Dfl. 55,513 
Total deposits Dfl. 52,383 
Debtors Dfl. 32,100 
Total shareholders’ equity 

-= and subordinated loans Dfl. 2,163 


. Some highlights from our 1981 Annual Report 


(54th financial year): 


» e [he combined balance sheet total increased 


in 1981 by 16% to more than Dfl. 55 billion. 


e Debtors increased by 12% to more than Dfl. 
32 billion from Dfl. 28.661 billion at the end of 
1980. This increase is largely attributable to the 
growth of our foreign loan portfolio. 


e As part of our branch office programme, a 
number of NMB branches were opened in 
1981. The total number of NMB branches at 
home and abroad amounted to 481 at the end of 
the year, with employees totalling 10,918. 


@ NMB Bank has subsidiaries and branches in 
Paris, Zürich, Geneva, Curacao, New York, 
London and Representative Offices in Caracas, 


s - Mexico City, São Paulo, Hong Kong, Singa- 


pore and Bahrain. 


e As a member of the Inter-Alpha Group of 
Banks, we have a joint representative office in 
Tokyo. 


@ Revenue from stock exchange business again 
showed an even. greater percentage rise than 
overall stock exchange turnover. 


e Eurodeposits accounted for 18% of the com- 
bined balance sheet total. 


BAB 7030-7244 


If you wish to receive our 1981 Annual Report please 
contact our nearest NMB Bank office or NMB Bank 
Amsterdam, P.O. Box 1800, telex 11402. 


Representative Office Hong Kong: Manager Dutch 
Desk Inter Alpha Asia (Hong Kong) Ltd, Mr. F.G.H. 
van Adrichem Boogaert, 2501 Connaught Centre, 

1 Connaught Place, G.P.O. Box 2837, Hong Kong. 
Telephone: 5- 243- 331; telex: 61653 ianmb. 


Representative Office Singapore: Mr. O. van den 
Broek, UIC Building, 20th Floor, 5 Shenton Way, 
Singapore 0106. Telephone 2228340; telex: 

28447 nmbsin. 


NMB Bank Amsterdam. 

For eurodeposits and foreign exchange: 
telephone: 3120-5433184, telex: 14216 a nmba nl. 
For foreign banknotes, gold and coin: 

telephone: 3120-5432530, telex: 14034 nmbno nl. 
For securities transactions and issues: 

telephone: 3120-5432985, telex: 12009 nmb s nl. 





NEDERLANDSCHE MIDDENSTANDSBANK NV. 





NMB Bank. We bank the way the world does. 
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As welcoming visitors to the Iraqi 
capital reads: “Welcome to Bagh- 
dad — the Capital of Arab Hero Saddam 
Hussein." Political posters bearing 
photographs and paintings of the Iraqi 
leader line the streets. Saddam's por- 
traits can be seen everywhere. Groups of 
uniformed school children march 
through the streets, carrying portraits of 
the president, to Al-Zawra Park, where 
spoils from the war with Iran are exhi- 
bited. University students wear badges 
on their collars bearing the familiar face. 
High government officials and func- 
tionaries of the ruling Arab Baath Par- 
ty have his portrait on their 
wristwatches. 

These and other gestures of “admira- 
tion for the national leader” sound simi- 
lar to the adula- 
tion of Mao 
Zedong in China 
during the Cul- 
tural Revolution 
and of Kim Il Sung 


in North Korea. However, there are 
some differences. The building of the 
Saddam cult is not being undertaken en- 
tirely by the party and the state. Iraq's 
private sector has also made its contribu- 
tion by marketing Saddam T-shirts and 
badges, which have found ready buyers. 

Arabs are generally nationalistic, the 
term “nation” being used for the entire 
Arab world. Leaders invoking pan- 
Arabism find enthusiastic supporters 
often ready to let the leader be the sym- 
bol of Arab revival. 

Saddam’s personality cult began as he 
decided to “liberate” all “occupied” 
Arab territories, beginning with the 
Shatt al-Arab and Iran’s Arabic-speak- 
ing areas. He was already familiar to 
most Iraqis, as since 1968 his portraits 
had appeared alongside those of presi- 
dent Hasan-al Bakr when he was Bakr’s 
vice-president. 

Although it reached its peak just be- 


T-shirt portrait; war spoils on display: personality cult in danger. 


fore recent Iranian successes in the Gulf 
war, the personality cult was built up 
cautiously. “We don’t want affection for 
the national leader to look artificial or 
unnatural,” said an Information Minis- 
try official. Baath Party media experts 
take care to Jet a few days go by without 
Saddam’s large photo appearing on the 
front page of newspapers, and there are 
days when TV news does not begin with 
his name. Party officials are also said to 
ensure that a number of seconds-in-com- 
mand are projected so that people do not 
think of the party, state and Saddam as 
one. | 

Visiting foreign journalists may pause 
to draw comparisons between Maoist 
Peking, Kim's Pyongyang and Saddam's 
Baghdad, but this is hardly a priority for 
the several thousand Chinese working 
on construction sites around Baghdad. 
Like the rest of the more than 500,000 
East Asian contract workers in Iraq, the 
Chinese take no interest in the politics of 
the country or “the nation" and seem. 


happy to receive much higher wages 
than in their home country. The Iraqis, 
too, do not waste their time or energy 
explaining their national plans and ob- 
jectives to foreign workers, even though 
they have an important role to play in the 
country's development. With a popula- 
tion of 12 million, vast resources and a 
self-appointed target of becoming the 
most developed country in the Arab re- 
gion, Iraq needs imported labour. for 
construction projects. South Asians (In- 
dians, Pakistanis, Bangladeshis) form 
the largest group of foreign workers, fol- 
lowed by South Koreans, Thais, 
Filipinos, Japanese and Chinese. At pre- 
sent, most of the construction in 
Baghdad is related to the non-aligned 
summit to be held in September. How- 
ever, several infrastructure projects 
and industries are also being worked 
upon. | 

Due to the construction boom, it is dif- 
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ficult to get by in some parts of Baghdad 
without English or  sign-language." 
Hotels are full of European engineers 
and consultants and there is a shortage of 
rooms, but soon three new interna- 
tional-class hotels are to open. The war 
with Iran has not had any effect on the 
country’s development plans, and loans 
from other Arab states have been ob- 
tained to reach the targets on schedule. 
During 1981, 600 new projects were 
started and US$18 billion was spent on 
development. 

As the war grinds on, the 
Iraqis are quite concerned about 
internal security. In most parts 
of Baghdad, photography is pro- 
hibited and films and cassettes 
being brought out of the country 
are carefully examined lest they 
contain information which may 
be used by the country's 
enemies. In the case of foreign 
workers, airport security inspec- 
tors do not bother to read all let- 
ters and hear all cassettes being 
sent back home by one worker 
through another — they confis- 
cate all such material. Filipino 
workers, so fond of sending 
photos and messages through 
friends rather than trusting the 
mail, are particularly annoyed 
by the policy, though they are as- 
sured that it will end after the 
War. 

While East Asians are largely disin- 
terested in and unaffected by the politi- 
cal goings-on in Baghdad, the same does 
not apply to South Asians. Some Pakis- 
tani and Bangladeshi workers have vol- 
unteered to join the *popular army" 
raised recently for the Iraq-Iran war and 
attend religious meetings held to con- 
demn Iranian leaders. One example of 
this feeling is the Indian doorman at a 
major hotel, who wears a Saddam badge 
and says it makes him feel like an Iraqi. 
“In India,” he said, “it would be difficult 
to have personality badges. Here they 
seem to accept them and the leader 
makes them work. I think if India had 
such a leader and there was oil and deve- 
lopment, maybe the leader's portraits 
would be acceptable there.” 

But the Iraqis might change their 


minds about their leader, as well as oil 


and development, after the end of the 
Gulf war. — HUSAIN HAQQANI 
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CFM56 


THE RIGHT ENGINE AT THE RIGHT TIME 


SAVING MORE THAN 20% IN FUEL 
ON THE NEW 737 


Savings on fuel consumption per seat mile is just one of the 
many major benefits the CFM56-3 will bring to Boeing’s new 
737. When it goes into service in late 1984, this high technol- 
ogy, high- bypass engine aircraft system will improve operating 
costs and meet noise and emission requirements, as well. 

The CFM56-3 is a new, yet mature, engine. It has a smaller 
fan, but utilizes the same core and low pressure turbine as the 
CFM56-2. As a result, the heart of the engine will have been 
proven on the DC-8 and the KC-135 in over 2.5 million 
flight hours, before the 737-300 enters service. 

The CFM56-3. The engine that’s answering airline needs 
for the 1980's and beyond. 


cfm () international 


A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 
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